
INFORMATION REGARDING THE MERGER OF 
SCG PIPELINE, INC. AND SOUTH CAROLINA PIPELINE CORPOFUTION 

Presented During July 18,2006, Allowable Ex Parte Communication Briefing 
Before the Public Service Commission of South Carolina 

I. INTRODUCTION 

On February 27,2006, South Carolina Pipeline Corporation ("SCPC") and SCG Pipeline, 
Inc. ("SCG) filed an application with the Federal Energy Regulatory Commission ("FERC") 
requesting approval of an offer of settlement negotiated with their customers and the 
authorizations necessary to permit the merger of SCG into SCPC to form a single, integrated 
interstate pipeline, to be operated under FERC jurisdiction and called Carolina Gas Transmission 
Corporation ("Carolina Gas"). A copy of the Merger Application, excluding attachments, is 
attached as Exhibit A.' 

Although no approval of the merger is required by the Public Service Commission of 
South Carolina ("Commission"), SCPC understands the interest of the Commission in 
understanding its activities and the impact of those actions on South Carolina consumers. 
Therefore, SCPC has submitted the following information pursuant to S.C. Code Ann. 8 58-3- 
260 (C)(6) in order to provide the Commission with a description of the proposed merger. 

SCPC is pleased to inform the Commission that none of its existing customers contested 
the settlement or the application. In addition, on March 3 1, 2006, the South Carolina Office of 
Regulatory Staff filed comments with FERC in support of the proposed merger. These comments 
are attached as Exhibit B. 

11. REASONS FOR THE MERGER 

The merger will serve the present and future public convenience and necessity by 
authorizing the dedication of SCPC's infrastructure to the open access interstate market, thereby 
facilitating new interstate gas transportation services that will foster natural gas supply diversity 
and competition in the southeastern United States and beyond. The country is experiencing 
heightened need for sufficient interstate pipeline infrastructure that can contribute additional 
natural gas supply diversity and competitiveness. The market supply situation was exacerbated 
by the infrastructure damage caused by Hurricanes Katrina and Rita. 

A complete copy of the public version of the Merger Application is available on FERC's website at: 

ht~:llelibr~ary.ferc.gov/idmws/commonlopennat.asp'?fileID=10966097 (Part 1 of'3) 
http:!,elibrary.ferc.gov/idniwst'commo~i~opennat.aspP?tileID=10965543 (Part 2 of 3) 
htt~://elib~ary.ferc.gov/idn~wsicommonlope~mat.as~'?fileID= 10966027 (Part 3 of 3) 
http:/lelibr ary.ferc.gov/idmwslcommo~7/opeimat.asp?fileID= 10966 19 1 (Exhibit Y attachment) 



In addition to improving interstate infrastructure and providing a direct means to bring 
additional supply to market, the combination of the SCPC and SCG systems will provide 
economic efficiencies resulting from management of the two systems by a single team of 
managers. FERC Order 2 0 0 4 ~ ~  which governs Standards of Conduct for Transmission Providers 
and directly affects SCG Pipeline, technically makes the Hinshaw pipeline, SCPC, an Energy 
Affiliate under the Standards. Strict FERC Standard of Conduct compliance will be facilitated 
by SCPC exiting the merchant business and combining with SCG to form a single transportation- 
only Transmission ~rovider.~.  SCPC7s pre-merger customers and customers in other markets 
will benefit from FERC's Order No. 4364 open access and Order No. 6365 unbundling policies, 
which prior to the merger do not apply to SCPC. The Carolina Gas system will be poised, 
through its existing facilities and through future expansions, to provide new alternatives for 
moving regasified LNG fiom Elba Island, near Savannah, Georgia, to markets served directly by 
Carolina Gas and to downstream markets. 

111. MERGER APPLICATION 

Pursuant to Sections 7(b) and (c) of the Natural Gas Act ("NGA"), 15 U.S.C. 5 717f(b) 
and (c), and Part 157 of FERC regulations, SCG and SCPC, for themselves and on behalf of 
Carolina Gas, submitted to the FERC their Abbreviated Joint Application To Accept Offer Of 
Settlement And For A Certificate Of Public Convenience And Necessity Authorizing Facilities 
Acquisition And Operation, The Provision Of Jurisdictional Services, And Abandonment, And 
For Blanket Certificates ("Merger Application"). The Merger Application requested all 
certificate and other authorizations necessary to permit: (1) the merger of SCG into SCPC to 
form a single, integrated interstate pipeline, subject to FERC jurisdiction; (2) the operation of 
such interstate pipeline by Carolina Gas, the entity to be formed as a result of the merger; (3) the 
provision of FERC jurisdictional services by Carolina Gas pursuant to the settlement rates and 
the settlement pro fovma FERC Gas Tariff included therein; and (4) the abandonment by SCG of 
its FERC-certificated facilities through merger and the cancellation of its FERC Gas Tariff and 
any other authorizations granted by FERC. 

The Merger Application also included a petition for FERC7s acceptance of a negotiated 
resolution of the matters arising in connection with the matter. Attached as Exhibit C is an 

Standards o j  Conduct for Transmission Providers, Order No. 2004, FERC Stats. & Regs. 7 31,155 
(2003), reh'g, Order No.. 2004-A, FERC Stats. & Regs. 7 31,161 (2004), reh'g, Order No. 2004-B, FERC Stats & 
Regs. 7 3 1,166 (2004), reh 'g, Order No.. 2004-C, FERC Stats. & Regs. 7 3 1,172 (2005), reh 'g, Order No. 2004-D, 
110 FERC 7 61,320 (2005). 

On October 27, 2004, FERC granted SCG's petition for temporary, partial waiver of the Standa~ds of 
Conduct to allow SCPC to continue to perform SCG's daily operations until the merger is complete See American 
Transmission Company LLC, 109 FERC 7 61,082 at PP 39-44 (2004). 

A complete copy of Order 436 is available on FERC's website at: 

http:/lelibrary. f'erc .~ovlidn~w~slcornmodopeimat.asp?fileID= 10078 606 

A complete copy of Order 636 is available on FERC's website at: 



Explanatory Statement, which summarizes the Stipulation and Agreement filed with FERC for 
approval ("Settlement ~ ~ r e e m e n t " ) . ~  

A. THE PARTIES 

Both SCG and SCPC are wholly-owned subsidiaries of SCANA Corporation 
("SCANA"). SCG and SCPC are organized and exist under the laws of the State of South 
Carolina and both have a principal place of business at 1426 Main Street, Columbia, South 
Carolina 29201. Carolina Gas also will be organized under the laws of the State of South 
Carolina and will be a wholly-owned subsidiary of SCANA, with the same principal place of 
business that SCG and SCPC currently have. 

1 Existing Facilities and Operations of SCG 

SCG is an interstate natural gas pipeline and a "natural-gas company" within the meaning 
of NGA Section 2(6)7 subject to FERC jurisdiction. SCG commenced operations in November 
2003, pursuant to FERC authorization. See Southern Natural Gas Company, SCG Pipeline, Inc., 
Docket Nos. CP02-57-000, CP02-58-000 and CP02-59-000, 99 FERC 761,345 (2002) 
(Preliminary Determination on Non-Environmental Issues), 100 FERC 7 61,284 (2002) (Order 
Issuing Certificates, Approving Abandonment and Denying Rehearing). FERC also issued 
blanket certificates to SCG under Part 157, Subpart F, and Part 284, Subpat G. Id. 

The SCG pipeline is 31 miles long, originating in Georgia at the tailgate of the Elba 
Island LNG terminal and extending into Jasper County, South Carolina, where it interconnects 
with SCPC. The first 13 miles consist of SCG's undivided interest in two parallel 30-inch 
diameter pipelines equating to 190,000 Mcf per day of capacity.' These facilities connect at Port 
Wentworth, Georgia, to 18 miles of SCG-constructed 20-inch diameter pipeline. See Southern, 
99 FERC 7 61,345 at P 55 (approving SCG's purchase of an undivided interest in the two 
parallel lines fiom Southern Natural Gas Company ("Southern Natural")). SCG serves one firm 
customer, SCANA Energy Marketing, Inc. ("SEMI"), also a SCANA subsidiary, pursuant to a 
long-term firm transportation contract entered into in conjunction with an open season held by 
SCG to provide all interested parties with an opportunity to contract for capacity. See id. at P 46. 

A complete copy of the Offer of Settlement, including the Explanatory Statement, Stipulation and 
Agreement, and Draft Letter Order is available on FERC's website at: 

SCG's undivided interest in the two pipelines is currently calculated at 152 percent of'the total interest 



2. Existing Facilities and Operations of SCPC 

SCPC serves South Carolina markets through its approximately 1,450 miles of 
transmission lines and related valve stations, system control facilities, and compressor stations. 
SCPC also currently owns liquefaction, LNG storage, and regasification facilities at Bushy Park, 
South Carolina and LNG storage and regasification facilities at Salley, South Carolina. These 
LNG facilities are not included in the assets that are the subject of the Merger Application. 
Before Carolina Gas is formed by the merger of SCG into SCPC, and before Carolina Gas 
commences interstate operations, these assets will be acquired by South Carolina Electric and 
Gas Company for its retail natural gas distribution service. 

SCPC receives interstate natural gas from Southern Natural and Transcontinental Gas 
Pipe Line Corporation ("Transco") and fiom the terminus of SCG in Jasper County, South 
Carolina. SCPC is a Hinshaw pipeline exempt from FERC jurisdiction under the NGA. As of 
December 3 1, 2005, SCPC served 10 sale for resale customers and 50 industrial customers. 
Pursuant to rates, terms, and conditions approved by this Commission, SCPC provides bundled 
sales/transportation service to its customers. SCPC also provides, on a limited basis, 
experimental transportation-only services approved by this Commission. 

3. Service to be Provided by Carolina Gas . 
Upon FERC approval of the authorizations requested in the Merger Application, SCG 

will merge into SCPC. SCPC's intrastate services will end on the merger effective date. SCPC 
will relinquish its Hinshaw exemption, become subject to FERC's jurisdiction over interstate 
pipelines, and change its name to Carolina Gas. Following the merger, Carolina Gas will own 
and operate all of the facilities owned and operated by SCG and SCPC at the time of the merger. 
The resulting Carolina Gas pipeline will be a reticulated web-like system providing at its 
inception open access, unbundled, firm and interruptible transportation services. Carolina Gas 
will transport gas supplies received from the Southern Natural and Transco longline interstate 
pipelines, which access various gas supply regions including the Gulf Coast, north Louisiana, 
and north Texas, as well as LNG supplied from Elba Island, Georgia. The Carolina Gas system 
will increase natural gas supply diversity and competition in and beyond the southeastern United 
States. 

B. SETTLEMENT PROCESS 

1. Pre-Filing Negotiations with Customers 

SCG, SCPC, and their customers invested substantial time and resources in order to reach 
a settlement before the companies jointly filed to commence interstate service as a single 
pipeline. At the outset of the settlement process, substantial information about the merger and 
about the various aspects of the proposed filing was posted on SCG's web-site, 
http://www.scgpipeline.com/en. The pipelines also made several presentations to the prospective 
customer group and others addressing what would be required to begin operations under FERC 
oversight. These presentations were augmented by numerous other communications and 
meetings with individual entities to answer questions, provide data, and to explain hrther the 
process and what would be required of all participants. 



After establishing this baseline of information, more formal settlement discussions 
commenced. SCG, SCPC, and 43 other parties, including virtually all of the current and 
expected hture interstate firm customers, entered into confidentiality agreements to commence 
the pre-filing settlement process. Settlement conferences were held in Columbia on November 
9,2005, and on December 6 and 7,2005, to discuss the pipelines' settlement proposal. 

The parties continued to work toward settlement until a final agreement on the terms of a 
settlement was achieved with a subgroup of the customers representing the diverse nature of the 
pipelines' customers and over 85 percent of the firm capacity commitments on Carolina Gas. 
The terms of settlement agreed upon with the customer subgroup were recommended by the 
subgroup representatives to the remaining prospective customers. The Settlement Agreement 
was the result of these substantial efforts by the parties and represented an equitable resolution of 
the issues surrounding the merger and the resulting formation of Carolina Gas. 

2. Procedural Status 

The application was filed on February 27, 2006, and requested that FERC grant the 
requested relief by July 3 1, 2006. This would allow Carolina Gas to commence operations in 
advance of the 2006-2007 winter heating season, which should provide the least amount of 
disruption for customers. If and when a certificate is received from FERC, applicants are 
allowed a reasonable time to evaluate and determine whether to accept the certificate. 

IV. KEY SETTLEMENT PROVISIONS 

A. UNBUNDLING AND SCPC'S UPSTREAM TRANSPORTATION 
AND STORAGE CAPACITY 

SCPC currently sells bundled gas and transportation service to gas distributors for resale 
and to industrial customers located along SCPC's system for direct consumption. In connection 
with such bundled service, SCPC holds upstream transportation and storage capacity on two 
interstate pipelines, Southern Natural and Transco. 

As part of the unbundling of SCPC's service, the Settlement Agreement provides for the 
transfer of the upstream capacity currently held by SCPC on Southern Natural and Transco to 
Carolina Gas customers. As of the effective date of the merger, Carolina Gas will permanently 
transfer the upstream transportation and storage capacity pursuant to the tariff provisions of the 
upstream pipelines, FERC's regulations, and any necessary waivers granted by FERC in 
connection with the Merger Application. The allocation of such upstream capacity is set forth in 
an attachment to the Settlement Agreement. As set forth more fully in the Settlement 
Agreement, each customer receiving a release of upstream storage capacity will purchase a pro 
rata share of SCPC's natural gas in storage at the time of the release. With the exception of 
storage service that SCPC receives from Transco under its Rate Schedule GSS, the upstream 
capacity to be allocated was certificated pursuant to Part 284 of FERC's regulations and, 
therefore, will be transferred pursuant to the capacity release provisions of the upstream pipelines 
and FERC's regulations. 



The upstream storage service that SCPC receives fiom Transco under its Rate Schedule 
GSS was certificated pursuant to Part 157 of FERC's regulations and is ineligible for transfer 
through capacity release. See Order No. 636-B at 61,992. In order to permit the transfer of such 
capacity, on June 21, 2006, Transco filed its Abandonment Application seeking the necessary 
authorizations required to effectuate the permanent assignment of SCPC's firm bundled storage 
service under Transco's Rate Schedule GSS to South Carolina Electric & Gas Company 
("SCE&G)and Patriots Energy Group ("PEG). Upon receipt of the requested authorization, 
SCE&G and PEG will execute part 157 Rate Schedule GSS service agreements in amounts 
totaling the amount of Rate Schedule GSS capacity currently held by SCPC as set forth in 
Transco's Abandonment Application. 

B. SERVICE AGREEMENTS 

In order to be considered settling parties pursuant to the Settlement Agreement, firm 
customers were required to execute Carolina Gas Firm Transportation ("FT") Service 
Agreements. With the exception of a few longer-term agreements described below, the FT 
Service Agreements are for three-year primary terms with the maximum daily transportation 
quantities set forth in the Settlement Agreement. Each customer's Service Agreement also 
includes an exhibit setting forth the allocation of upstream capacity the Customer will accept 
under the Settlement Agreement. 

SEMI entered into a Service Agreement with a primary term ending October 3 1, 2023. 
This primary term matches the primary term in SEMI'S existing transportation agreement with 
SCG. The Carolina Gas Service Agreement with PEG is a discount contract with a primary term 
ending March 3 1, 201 8. The PEG contract is a continuation of the arrangement that PEG had 
negotiated with SCPC reflecting PEG'S intention to bypass SCPC unless a discount was'offered. 
The Merger Application also includes a form firm transportation agreement representative of the 
service agreement that Carolina Gas and Columbia Energy would enter into as provided in 
Columbia Energy's existing agreement for firm transportation service with SCPC.~ In that 
existing agreement the parties anticipated SCPC's conversion to open access interstate service 
and provided that their arrangement would continue under FERC's jurisdiction for a primary 
term ending February 29,2024. 

C. CAROLINA GAS TARIFF 

Exhibit P to the Merger Application contains the Carolina Gas pro forma FERC Gas 
Tarrif ("Settlement Tariff'). The Settlement Tariff includes Rate Schedules and Forms of 
Service Agreement for firm and interruptible transportation services as well as General Terms 
and Conditions for those services. The Settlement Tariff incorporates the provisions of the 
Settlement Agreement and is agreed upon as part of the Settlement Agreement. The Settlement 
Tariff is consistent with FERC policies set forth in its Order Nos. 637, 587, and 2004. 

On December 21,2005, Columbia Energy filed for protection under Chapter 11 of the Bankruptcy Code 
in the Southern District of'New York. The status of its transportation contract may be affected by those 
proceedings 



V. CONCLUSION 

SCPC and SCG believe that approval by FERC of the proposed merger will serve the 
present and future public convenience and necessity for the reasons stated above and that the 
natural gas consumers in South Carolina and the southeast region will benefit fiom the continued 
efforts of Carolina Gas to foster natural gas supply diversity and competition and improved 
access to imported LNG supplies. In addition, the economic efficiencies that will result from the 
joint management of SCG and SCPC systems will be a benefit to these consumers. We thank the 
Commission for the opportunity to appear here today to discuss these important and exciting 
plans. 
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Exhibit A 

UNITED STATES OF AMERlCA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 

Carolina Gas Transmission Corporation 
SCG Pipeline, Inc. 
South Carolina Pipeline Corporstion 

1 
) Docket No. CP06-P06--000 
1 

ABBREVIATED JOINT APPLICATION TO ACCEPT QWER OF SEITUMENT 
AND FOR 

A CERTIFICATE OF PUBLIC CONVENIENCE AM) NECESSITY AUTHORlZlNG 
FACILITIES ACQUISITION AND OPERATION, THE PROYISION OF 

JURISDICIIONAL SERVICES, AND ABANDONMENT, AND FOR BLANKET 
CERTIFICATES 

P u m  to Sections 70) and (c) of the Nahuat Gas Act ("NGA"), 15 U.S.C. 4 71 7@) 

and (c), and Part 157 of the Federal Enefgy Regulatory Commission ("Commissionu or "FERC') 

regulations, SCG Pipeline, Inc. and South Carolina Pipeline Corporation ("SCPC"), for 

themselves and on behalf of Carolina Gas Transmission Corporation ("Carolina Gas") 

(collectiveiy "Applicants'), submit to the Commission this Abbreviated Joint Application To 

Accept Offer Of Settlement M For A Certificate Of Public Convenience And Necessity 

Authorizing Facilities Acquisition And Operation, The Provision Of Jurisdictional Services, And 

Abandonment, And For Blanket Certificates ("Settlement and Certificate Application* or 

"SCAT. This Settlement and Certificate Application requests all certificate and other 

authorizations necessary to permit: (1) the merger of SCG into SCPC to fonn a single, integrated 

intemtate pipelint, subject to Commission jurisdiction; (2) the option of such inttrstatt 

pipeline by Carolina Gas, the entity to be fd as a m l t  of the merger; (3) the provision of 

jurisdictional services by Carolina Gas pursuant to the scttlamat initial rates and the settlement 

proforma FERC Gas Tariff included h i n ;  and (4) the ahdonmeat by SCG of its FERC- 
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certificated facilities thmugh merger and the cancellation of its FERC Gas Tariff and any other 

authorizations granted by the Commission. 

Applicants furthtr ngutst that the Commission grant Carolina Gas a blanket certificate 

authorizing Carolina Gas to hamport gas on behalf of others pursuant to Subpart G, Section 

284.221 of the Cammission's regulations;' and a blanket certificate authorizing certain 

construction and -tion of facilities and abandonmeats under NGA Section 7 pursuant to 

Subpart F, Sections 157.201 -2 18 of the Commission's 

In support of Applicants' requested authorizations, and pursuant to RuIcs 207(aX5) and 

602 of the Commission's regulations3 and the guidance provided by the Commission in recent 

orders accepting scttkments~ this SCA also includes a petition for Commission acceptance of a 

Stipulation and Agreement that is a negotiated resolution of the matters arising in connection 

with this SCA. Pursuant to Section 385.602 of the Cornmission's regulations, an offer of 

settlement accompanies this SCA for filing in this docket that includes an explanatory statement, 

the Stigulation and Ajpement ("Memcnt Agreement") and a draft letter onler. A copy of the 

Settlement Agmment also is included as part of this SCA in Exhibit I. 

Gmting the authorizations requested in this SCA i s  supported by the public convenience 

and necessity. This SCA also is being filed in partial fulfillment of the obligations of SCG and 

' 18 C.F.R. 08 385.207(1)(5), 385.602 ( X U ) .  
4 Ssc, cg, GwanllkffP@cUr#LLC, 1 1 4 F E R C ' ) : 6 1 , 1 1 2 ( 2 0 0 6 ) ( ~ ~ ~ c h a l  

inc)udedacoatnd-mrdyrequircdbyaprcviww&kD6mblorr 7-lM. I*., 111 FERC161.285 
(MM) (tppoving utrkmm( rgmmrn4 cummeding prr(ier f a  Dseoti.tine heir  diffaca~es b c i i  u m h g  a 
ming u FERC, mi tamwghg ohem to unckmke similar sd!lemart cffortrk E451 Tcmcgee Notvrol Gas, UC, 
113FERC161,099(M(H)(Ippwmgrtnkmcnt~fikdinraadaoewitbCaampiuionguidrmxin 
D m i r , h ) .  
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SCPC undcr the Stipulation and Consent Agrcnnent approved by the Commission in South 
C 

Carolina Efecrn'c & Gas Company9 SCG Pipeline, Inc., SCANA Energy Marketing, Inc., South 

Carolina Pipeline Cotporatioe S C '  Services, 1 1 1 FERC 1 612 17 a! P 5.A (2005). The 

merger of SCG and SCPC into a single Transmission Provider regulated by the Commission 

fosters strict Standards of Conduct compliance. Applicants q u e s t  that the Commission grant 

the relief rcqucsrcd hertin no later than July 3 1,2006 so that Carolina Gas can commence 

operations as an intezstate pipeline subject to the Commission's jurisdiction in time for the 2006- 

2007 winter. 

11. CORRESPONDENCE AND COMMUNICATION 

All cosrespondence aod communications regarding this filing should be addressed to the 

following: 

Paul V. Fant 
President & Chief Operating Officer 
South Carolina Pipeline Corporation 
President & Chief Operating Offhr 
SCG Pipeline, Inc. 
105 New Way Road 
CoIumbia, South Carolina 29223 
Telephone: (803) 2 1 7-2 1 68 
Email: pfan@xma.mm 

Francis P. Mood, Jr. 
Senior Vice Prwidcnt, General Counsel 

& Assistant Secretary 
B. Craig Collins* 
Assistant General Counsel 
SCANA Corporation 
1426 Main Strtet 
Columbia, South Carolina 2920 1 
Telephone: (803) 2 17-75 1 3 
Email: bcollins@cana.com 

Ryan C. Leahy* Richanl D. Avil, Jr. 
Manager of Tmqmtation Services Ktnncth 8. Driver 
Swth Carolina Piiline Corporation Amy W. Beizef 
105 New Way Road Jones Day 
Columbia, South Carolina 29223 5 1 Louisiana Avenue, NW 
T e k p b  (803) 21 7-7377 Washington, DC 20001-21 13 
Entail: dadq@mm.com Telephone: (202) 879-3939 

Facsimik (202) 626 1700 
rdrvil@onesday.com 
kbdr i~aesdey .com 
awbeim@ody.com 
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*Parties to be designated on the Cornmission's official m i c e  list Applicants request 

waiver of Rule 203(b)(3) to allow each of these persons to be designat4 to nctivc service. 

IIL BACKGROUND AND GENERAL INFORMATION 

Two of the Applicants' exact legal names ate SCG Pipeline, Inc. and South Carolina 

Pipeline Corporation. SCG sad SCPC arc wholly-owned subsidiaries of SCANA Corporation 

("SCANA"). SCG and SCPC are organized and exist under the laws of the State of South 

Carolina and bdh have a principal place of business at 1426 Main S m ,  Columbia, South 

Carolina 29201. This SCA also is being filed on behalf of Carolina Gas, which will be f m e d  

by the merger of SCG into SCPC and w h  cxact legal name will be Carolina Gas Transmission 

Corporatioa. Caro1ina Gas also will be organized under the laws of the Statc of South Carolina 

and will be a w h o l l y - o d  subsidmy of SCANA, with the same principal place of business that 

SCG and SCPC annntfy have. 

k Edsdlrg Fndlitks and Opmtkns of SCG 

SCG is an interstate natutal gas pipeline end a "natural-gas company" within the meaning 

of NGA Section 2(6j5 subject to the Commission's jurisdiction. SCG commenced operations in 

November 2003, pursuant to Commission authorization, See Southern N a t d  Ga Company, 

SCG Pipeline, lnc., Docket Nos. CP02-57-000, CP02-58-000 and CP02-59MW),99 FERC 

1 61.345 (2002) (Preliminary Dctcrmination m NokEn-mental Issues), 100 FERC f 61,284 

(2002) (Order Issuing Certificates, Approving AbanQnment and Denying Rehearing). The 

Commission also issutd blanket ctrtificatcs to SCG under Part 157, Subpart F, and Part 284, 

Subpart G. Id. 
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Thc SCG pipeline is 3 1 miles long, originating in Georgia at the tailgate of the E l k  

Island LNG terminal and extending into Jasper County, Swth Carolina, where it interconnects 

with SCPC. The first 13 miles consist of SCG's undivided interest equal to 190,000 Mcf pcr day 

of capacity m two parallel 30-inch diameter which connect at Port Weatworth, 

Gwrgis, to 18.2 miks of SCGcanstructed 20-inch diameter pipeline. See Southern, 99 FERC 

9 61,345 at P 55 (approving SCG's purchase of an undivided interest m the two patallel lints 

from Southem Natural Gas Company). SCG serves one firm customer, SCANA Energy 

Marketing, Inc. ("SEMI"), also a SCANA subsidiary, pursuant to a long-tern fm transportation 

contract. See id. at P 46. 

B. Exlding Facilities and Operations of SCPC 

SCPC serves South Carolina markets through its I ,400-mile web of transmission lines 

and related valve stations, system control facilities, and compressor stations.' SCPC currently 

nccivcs gas fmm Southem Natural Gas Company ("Southern Natural") and Transcontinental 

Gas Pipe Line Corporation (Transco") and from SCG at SCPC's receipt point in Jasper County, 

South Carolina. SCPC m e s  11 sale for rcsale customers and 47 industrial customers. Pursuant 

to rates, terms, and conditions approved by the Public Service Commission of Swth Carolina 

("South Carolina Comrniseion"), SCPC provides bundled mles/transportation service to its 

customers. SCPC a h  provides, on a limited basis, an expm'mentai t r a n s p o ~ ~ l y  service 

approved by the South Carolina Commission. 
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C. Proposed Merger a d  Service to be Provided by Carolina Gas 

Upon Commission appov8l of the authorizations requested b i n ,  SCG will rnerge into 

SCPC. SCPC intrastate services will end on the merger effective date. SCPC will retinquish its 

Hinshaw exemption, become subject to the Commission's jurisdiction over interstate pipelines, 

and change its name to Carolina Gas Transmission corporationa Following the merger, the 

resulting entity, Carolina Gas, will own and opaate all o f  the hcilities that were owned and 

operated by SCG and SCPC at the time of the merger. The resulting Carolina Gas pipeline will 

be a reticulated web-like system providing at its inception open access, unbundled, finn and 

intemptibit transportation strviccs and intcrmptiblc parking and lending s&cc for intentate 

gas markets. Carolma Gas will transport gas supplies received from the Southern Nahlral and 

T m  longline pipelines, which access various gas suppiy regions including the Gulf Coast, 

nortfi Louisiana and n o d  Texas, as well as LNG supplied at Elbs Island, Georgia. The Carolina 

Gas systcm will increase natural gas supply diversity and competition in and beyond the 

southcastern United States. 

D. PreFTUrg Negotiations with Costomerr 

Consistent with the Commission's policy on settlements, and the cncwragement it has 

offered to jurisdictional entities to attempt to reach mutually acceptable compromises with 

customers befm submitfing filings to the  omm mission,^ Applicants and their custamers invested 

substantial time and resources in order to nach a settlemtnt before the companies jointly filed to 

commmx intcrstatc m i c e  as a single pipeline. 

Applicants .loo will d c  tbc rsquhad tilings to tramfa aftntn FCC and 0th licuuca lo CuoliDI C k  
9 See'suprr, n.4. 
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As described below more fully, the mcrgcr of SCG and SCPC, and the conversion of 

SCPC to open access interstate service, raise m y  of the same issues and provide substantially 

similar benefits fot the public convenience and necessity that existed when the intentate pipeline 

industry moved to traosporrtatim-only service pursuant to Commission Orda No. 636.'' The 

Order No. 636 transition was accomplished Largely through Commission approval of pipeline 

and customer scttlcrnents and, this history, as wtll as the Commission guidance dtscrt'bed above, 

influenced Applicants to adopt a cooperative approach to the transition proposed here. 

At the outset of this proctss, Applicants posted on SCG's web site substantial 

information about the merger and about tbe various aspects of the Applicants' filing at Ole 

Commission to become a single iqterststc pipcline. In addition, Applicants also made several 

presentations to the prospective customer group and others addressing what would be required to 

begin operations under FERC oversight. These presentations were augmented by numerous 

other communications and meetings with individual entities to answer questions, provide data, 

and $0 explain fkther the process and what would be required of all pahipants. 

AAer establishing this baseline of information, Applicants cornmend mote formal 

settlement discussions modclcd on the template that had meived Commission acceptsncc in 

Dominion and Ensl Tennessee. Applicants and 43 parties, including virtually all of Applicants' 

cwrent and cxpccttd future intenme firm customers and others, entered into mfldcntiality 

agreements to commmcc the pre-filing settlement process. On November 9,2005, Applicants 

aad the interested participants, as wtll M the agents invited by t h e  participants, met in 

'O Pipdim Scrvkc ~ i g ~  md R m h b  R, R&aIcns Go-b SdfiIm#mHenhg T- 
M d R g u h h  M h l ~ & ~ l  P@dins AJw P d f  W d k d L k o n a p l ,  Ordw Na. 636,1991-96 FERC St.tr. & 
ibg~., R w .  Rtambl~ '1 30,939, onkr on d 'g, Onla No. 6364 1991-96 FERC S W .  B Re@, Regs. RamMer 
1 30,950 at 30,60J, order ar d ' g ,  Orda No. 636B,61 FERC161.272 (1992), Nacice ofDatW of RekPmqt 62 
FERC~61,007(1~3),~dinpavtard~sdar#lmrcadsdkpartpart IfnltcdDiti Cm v FERC9BF3d 1105 
@.C.Cu. 1996 ) , o*deron~~No .636C,78FERC~61 ,186 (1997 ) .  



U n c t f ' f i c i a l  F E R C - G e n e r a t e d  PDF of 2 0 0 6 0 3 0 3 - 0 0 9 8  R e c e i v e d  by FERC OSEC 0 2 / 2 7 / 2 0 0 6  i n  D o c k e t # :  C P 0 6 - 7 1 - 0 0 0  

Columbia, South Carolina for a full day of settlement discussions. Many of these participants 
w 

and their agents ?raveled great distances to attend the settlement confern. Prior to the 

November 9 settlement conference, Applicants bad distributed to those that executed 

confidentiality agraments a comprchenrrive and integrated set of settIemtnt principles. At the 

close of the November 9 settlemeat conference, the padcipaats agreed to continue to pursue 

settlement discussions. Over the mct scveral weeks, the participants and Applicants continued 

to work toward senlement and a tw-y setdement conference was convened on December 6 

am! 7,2005, again in Columbia, South Catolina. 

Shortly after this second conference, a unified customer counterpmposal for settlement 

was presented to Applicants. Over the course of the next two months and thrwghut the boliday 

season, the participants worked to reach a fair and rcamoabJe resolution of t h i s  entire matter, 

conducting furdKr settlement discussions through telephone conferences and electsonic means. 

On Dcccmbcr 22,2005, Applicants provided to all participants that had executed confidentiality 
u 

agreements a second settlement proposal responding to the unified customem' counterproposal. 

The customers and Applicants continued to work toward stglement and on January 31,2006, the 

unified customers pmmttd Applicants witb a second counterproposal that significantly 

narrowed the issues for discussion. To finalize a settlement on the remaining manm, over the 

next sevcml weeks 4pjdic~ts  worted with a subgmup of customer representatives. That grwp 

msisted of over 85 percent of tbe firm capacity commitments on Carolina Gas (almost 95 

p c c n t  of the finn commitmebis not c~mting one custmer that abstained fiam further 

participation in the unihl customers' offas after it filed for banluuptcy protection, as discussed 

below) and repmmted the diverse nature of Applicants' customers by including customefs of 

both SCG and =PC, afiliated and non-affiliated customers, investor-owned and municipal- 
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owned sale for resale customers and major industrial customers. Vuring that time, several 

conference calfs were held between Applicants and the customers' representatives and e fml  

agreement on the terms of a sdmrent was achieved with the customers participating in tk 

subgroup. The terms of d e m e n t  agreed upon with the subgroup cus!omen were recommended 

by the subgroup rcp.estnuuivcs to the customers representing tbe m i n i n g  5 percent of the 

participating load for their adclption. Thc Scttlmmt Agrecmcnt is the result of these substantial 

efforts by thc parties involved and repmmts an equitable resolution of the issues sumwnding 

the merger and the m k h g  famatian of Carolina Gas. 

1V. ACCEPTANCE OF TRE SETTLEMENT AND GRANT OF THE REQUESTED 
AUTHORIZATIONS ARE REQUIRED BY THE PUBLIC CONYENIENCE AND 
NECESSITY 

Applicants' pmposal serves tbe present and fitwe public convenience a d  necessity by 

authorizing the dedication of substantial additional infrastructure to the open access interstate 

market, thereby facilitating new interstate gas transportation services that will foster natural gas 
F 

supply diversity and competition in the southeastern United States and beyond. Applicants 

submit that prompt issuance of the requested authorizations is requid by the public 

convenience and necessity. Applicants ques t  that the Commission grant the relief requested 

herein no later than July 3 1,2006 so that Carolina Gas can commence operations as an interstate 

pipcline subject to the Commission's jurisdiction in timt for the 2006-2007 winter. 

As tbe Commission fiqutntly bas recognized, the wumy is experiencing heightened 

need br sufficient intastate pipeline in4ktmcQm that can contribute additional natural gas 

supply diversity and competitivcnas." The market supply situation was exacerbated by tbe 
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i n m c n n e  damage caused by Hunicams Katrina and ~ita." The Chmmission Staff recently 

noted that demand for natural gas in the United States has oontinued to grow for the past several 

years, while natural gas production in the United States bas fallen slightly during this time 

period, and imports have grown only modestly.'3 According to Staff, the result has been 

iacrtssw in the price of natural gas every year since 2002, with the most dramatic iacnases 

evident in 2005." Flather, "[m)~cb of the increase in natural gas prices came from tight 

supplies."" Without thc addition of significant new supplies, the price of natural gas 1Scly will 

continue to rise. As t .  Commission Staff pointed wt earlier this month, "[florward prices for 

next winter arc 30 to 40 percent higher than current prices.w16 

As a result of the propad merger, approximately 1,400 miks of pipeline will m, longer 

be limited to intrastate services, but instead will be dedicated to open access interstate service, 

thereby expanding interstate pipeline infrostructure without the delay, uncextainty and 

environmental disturbances inherent in a new construction project. Through its i n t e z c o n u ~ n s  

with Sauthem and Transco, Carolina Gas will access various domestic gas supply regions, 

incldmg the Gulf Coast, no& Louisiana and north Texas. Camlina Gas also will access LNG 

supplies from the expanding Elba I s l ~  Gtorgia, LNG terminal facility. Prompt issuance of the 

requesttd authorka!ions will !btk the Commission's objective of expediting the development 

' 2 ~ i d  

See. rg.. ~ i g h  ~ d w m f   or Mxs. 1Xc &aicJ, FERC E d i h  I,  Dtcembn 8,2005 at p 2 (fvaikMe a 
< b t Q ~ J / w w w . f ~ . ~ A @ M - # ~ ~ l  e). 

l 4  S~C, C.g, ~d 
15 GdJCwrt SIonru kjracabrrk T i  Nbhvd Gor Sqpliics; A& Ha& Driucn Ht+, F d m I  

E - R ~ ~ ~ ~ R ~ 0 n o b I Z , M M n p 2 ( ~ ~ ~  
Q ~ J / w w w . f a c . g o v ~ E ~ / F i k L n 0 0 5  1 M012 IS 1 SO-pdl,). 

16 See, cg., High Nabvol Gos Prka: 7 k  Bash, FERC E d i t h  2, Febntlvy 1,2006 at p. 4 (anihbk at 
< h t t p I l w w W . f a c . g o v ~ s t a f F - ~ ~ p d l , ) .  
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of cncgy infrast~ucture pmjects" and would bt consistent with its intent to make final decisions 

on proposed projects in a timely manner.'' 

In addition to improving interstate infihtmcture and providing a means to bring 

additional supply to market, the combination of the SCPC and SCG systems will providt 

economic efficiencies nsulting from the joint management of the two systems by consolidating 

accounting, regulatory and administrative requitwnents. Strict Standard of   ond duct'^ 

compliance will be facilitated by the Hinshaw pipeline, SCPC (technically an Energy Affifiate 

under the Standards), exiting the merchant business and combining with SCG to form a singlc 

transportation-only Transmission ~ r o v i d e r . ~  SCPC's pre-merger customers and cuslomtrs in 

other markets will btneffi from the Commission's Order No. 436 open access and Oder No. 636 

unbundling policies, which prior to the merger do not apply to SCPC, The Carolina Gas system 

will be poised, through its existing facilities and through future expmsions, to pmvide new 

alternatives for moving regasihd LNG fiom Elba Island to markets served directly by Carolina 

Gas to downstream markets. 

" S e e ~ f p ~ d l ~ ~ r n ~ ~  COIUINCUDI) TO e H u w b a e  R C C O ~  113 FERC q61,179 at PP 1- 
3.6 (200s) (tmpo&ly -8 Mootc( d f i c u a  mrmkms m o n k  to expedite the co~buaioa of 
inhsfmctm), 1 14 FERC 7 61,286 (m) (fatarding waiva uatil Febmwy, 2007); see OtO EZKTgY Policy Act of 
2005 u j 313(cXI)(A), Rrb. L. No. 109-58.1 19 Sat. 594 (2005) ( d i m d q  FERC to "ena~r a p d r i f m  
~-ofNCfAScaion7pmossbiasr);~PLoacutrgo/NGASacHon3d7M~,113 
FERC 761.1 70 (2005) (hnpkmnrtiag the Emrsy Policy Act's dirrctivs by deb@h@ to mff h uthaity b 
csbMisbdadli~esfa1fafcnludhaiBtioarae#sslyfkNOASeetim7~~ 

Is FERC S t m q k  Pkn FY 2005 - FY 2008, Owl 1. O b w v t  I .l. (rvliltbk w 
< b a p J E w w w . f e r c . g o v / ~ t b x ( ~ f i a , r r p  > (krt Irpdroal Aug. 8,2005)). 

' 9 ~ q f ~ t ~ ~ ~ ~ . ~ ~ o .  2006, FERCSW & Regs. 131.155 
(#W)3~~'g,OrdaNo.~A,~Strb.&Rs&r.~31,161(20W),reh~,OrdaNo. 20WB.FERCSMdk 
Rcgh 131,166 (20W), mh 'g, (hder No. 20044, FERC Stltt. & Re@. 9 31,172 (ZWS), d ' g ,  Order No, 2004-4 
110 FERC 7 61,320 (zoos). 

t O ~ ~ ~ , 2 0 0 4 ,  b~ammirrion* ~~~*r~ctitlon~krnpomy,partirlrnivao~t&: 
SlrmduldrofCoactucttorfkmSBCtoca*iawtopakrmSCYf'sdri~~onWtbt~ummpktc. 
SaAmrrbanTmasmirrbn ChqmyLLC, 109~C~61,~atP?3944(2004). 
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The Settlnnent Agreement provides support for the Commission's acceptance of the 

SCA and should enable the Commission to grant the requested authorizations promptly. The 

terms of the Settlement Agreement have been incoprated into this SCA. Acceptance of the 

SettIcment Agnemtnt and graating tbe requested authorizations to permit the pmposed m q a  

of SCG and SCPC and formation of Carolina Gas is in the public convenience and necessity. 

Thc Settlement Agreement tvidcncw customer support for the proposed merger and resolves 

issues that 0th-se might need to be addressed through costly and lengthy litigation involving 

the parties and thc Commission. 

V. JOINT APPWCATlON 

A. Pctitlon for Acceptance of Settlement 

The Commission has recognized the befits of enmuraging pipelines and shippers to 

resolve issues before initiating potentially expensive, time-consuming proccedings.2' The 

Commission recently provided the industry with guidance an procedures for implementing 

settlements outside the context of an existing pmcecding.22 Specifically, the Commission 

provided that parties in suck situations shwld file settlement agreements and retated items 

pursuant to Rule 207(eX5) of thc Commission's Rules of Pxacticc and Procedure, 18 C.F.R. 

8 385.207(s)(~)?~ Because Applicants' Settlement A#rccmcnt rclates to this SCA, wbich, upon 

its filing initiates a pending pmceedhg before the C o b i o n ,  in the spirit of the Commission's 

rectnt guidance on settkmmts, Applicants file the Settlement Apxment pursuant to both 

W o a s  385.207(a)(5) and 385.602. 
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In accordance with the Commission's guidencc in Dominion and the subsequent approval 

of Fast Tennessee's settlement agreement filed pursuant to such guidance, as part of this 

appiication, Applicants petition for Commission approval of tht Sc#inmnt Agreement, included 

in Exhibit I and fild separately in this docket as an offer of settlement pursuant to Section 

385.602 of the Commission's regulations. The t e r n  and conditions of the Settlement 

Agrcnmnt are the product of substantial inter-customer negotiation and compromise, as well as 

negotiation and compromise between Applicants and their customers. The Settlement 

Agnemcnt reflects an overall balancing of the various competing interests among customers and 

among Applicants and !be various customer constituencies. As a part of the senlcnunt, !he 

parties listed on Attachment 1 to the Settlement Agreement (uCustomcrs") are to execute Rate 

Schedule Fl' Transportation Ageements in the form of service agreement included in the pro 

fonna settlement FERC Gas Tariff included with this SCA." Approval of the Settlement 

Agreement will provide current SCPC and SCG customers as  well as fbturc Carolina Gas 

customers with the benefits of the services offered by Carolina Gas, without the expense and 

uncertainty of litigation. The Settlement Agreement is in the public intermt and should be 

promptly approved without modification or condition 

0. Requed for Certificate Artbority 

1. Merger QSCG and SCPC and Formation of Carolha Cu 

Applicants quest all catificatc and a&er authorizations necessary to permit: (1) thc 

merger of SCG into SCPC to farm a singk, integrated interstate pipeline, subject to Conunission 

jurisdiction; (2) the opaation of such intastate pipcline by Cmlina Gas. the entity to be formed 

*' ~ i i n  five (5) bwku buinarys ~tsr  tbc filiag with the ~anmi~rion of tbe ~eltkromt ~ g r t x m a t  md thir 
SCk Applicmtr will ptovida to tlcb Curtoma I fam of- a g e a n d  fa  the Cwtoma'r e x d o n .  la orda 
m k r S e t t l i n g P u t y , u M ~ i r u s d m t h s S c ( U s n # l t A ~ f  Cudocammuttexeartbhformofrsnricc 
sgrscmsntprwiddbyApplicmbpanvntto,rad~tbeQmfiuasrstauf mAttideVoftbcSmkmmt 
Ag-t 
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as a result of the merger; and (3) the provision of jurisdictional services by Carolina Gas 

pursuant to the scttiement initial rates ("Scttlment Ram") and thc p m f o m  settlement FERC 

Gas Tariff (^Settlement Tariff'') included bercin. Applicants further request that the Commission 

grant Carolina Gas a blanket cc~tifmttt authorizing Carolina Gss to transport gas on behalf of 

others pursuant to Subpart G, Section 2 8 4 2 1  ofthe  commission*^ and a blanket 

certificate authorizing certain construction and opedon of facilities and abandoments under 

NGA Section 7 pursuant to Subpart F, Sections 157.201-2 i8  of the Co&ssion's regulations.26 

Upon receipt of the requested blanket cenificates, Carolina Gas will comply with the conditions 

set forth in S u b m  A, Part 284 and Subpart F, Part 157 of the Commission's regulations. 

Because no constntction of facilities or grwnd disturbance is propowl hcr~,2' consistent 

with the Commission's treatment of certificate applications where no construction or ground 

disturbance is proposed, neither an environmental assessment nor impact statcmcnt should be 

required. See, e g., CAa&/atr Pipe Line Contpany, 107 FERC 1 6 1,162 (2004) (approving 

acquisition of an ofisbore gathering comjxmy and making it part of Cbandeleur's interstate 

pipeline system and finding that the transacticm qualified for a categorical exclusion under 

Section 380.4(s)); E q u i m ,  L.P., 104 FERC 7 61,008 at P 37 (2003) (approving mergct of 

iattrstatc pipelines a d  finding that an envimnmmtal review was not necessary because facilities 

were abanhed  by sale though the merger and no coastnrction was requitad). 

18 C.F.R. # 284.221. 

26 18 C.F.R. ## 157.201 -218. 

n ~ ~ r r r u l t o f ~ ~ b r l n c i a 8 r ~ ( ~ ~ ~ " ) t h r t  w i n r ~ ~ ~ i w i n  enter intowith 
S o u t h a n ~ f ~ I b e ~ o f b ~ r u t h o r i n d o a r d t b e c a m p k t i a , o f c h e ~ , S o u t h e m  
N~tunl win htd aew flow coclbd equipment It rr intcmmmdon bsrw#a Soubra Natural d Cuolhm Ou. 

Soudwro Nntd PERC Cfsr Tariff. &don 13.3(a)(iiii), FiRh Revised Shtet No. 139. 
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2. Abmdoamtnt by SCG 

SCG requests that the Commission pcnnit and approve the abmdomxnt of SCG's 

facilities through the merger popxed hercin and tbe amx1lation of ils FERC Gas Tariffand 

any other authorizations granted by the Commission. As a result of the merger* all of the 

facilities owned and operated by SCG immediately prior to the merger will be owmd and 

operated by Carolina Gas and tfie services pwiausly provided by SCG will be provided by 

Carolina Gas. SEMI, SCG's only cumnt firm tramptation customer, will enter into a long- 

tern service agreement with Carolina Gas as discussed more hlly below. SCG's interruptible 

transportation customers will be able to continue to rcaive such transportation service From 

Carolina Gas. 

3. UabatncPHng and SCBC's Upstrmm Tnnsportatian and Stongt 
Capaclty 

SCPC currently sells bundled gas and transportation smict to gas distributors for d t  

and to industrial customers located along SCPC's system for direct consumption. In co~ection 

with such bundled service, SCPC holds upstream transportation and storage capacity on two 

interstate pipelines, Southcm Natural and Transco. For thcse reasons, SCPC's transition from 

bundled intrastate service to transportatim-onfy intemtate service raises many of the same 

considnations that arose during the Order No. 636 restructuring process: the unbundling of 

existing m-ccs; the tamination o f  thc pipeline's merchant salts -tion; the transition to open 

access, tmqmbt io~mly  -ce; the use of straight f iuf variabk ("SFV") cost allocation and 

rate design; and tbc assignment of contracts for upstream transportation and storage ~apacity.~' 
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As part of the unbundling of SCPC's service, Applicmts Md Customers bavc agreed to 

thc ttansfer of the upstream capacity currently held by SCPC on Southem Nahnal and T r m  to 

Carolina Gas customers. As of the effective date of the merger, Carolina Gas will permanently 

transfm the upsbeam t r a n w o n  and storage capacity pursuant to the tariff provisions of the 

upstream pipelines, lhe Commission's regulations and any n e e s a y  waivers granted by thc 

Commission in connection with this SCA. Tht allocation of such upstram capacity is set forth 

in Attachment 2 of the Settlement ~ ~ r e t r n e n t . ~ ~  With the exception of storage m i c e  that SCPC 

receivcs from T m w o  under its Rate Schedule GSS, the upstream capacity to be allocated was 

certificated pursuant to Part 284 of the Commission's regulations and, therefore, will be 

transferred pursuant to the capacity release provisions of the upstream pipelines and the 

Commission's regulations. 

The upsbeam storagc service that SCPC receives from Tmsco under its Ratc Schcdule 

GSS was certificated pursuant to Part 157 of the Commission's regulations and is ineligible for 

transfer through capacity release. See Order No. 636-8 at 61,992. In order to pennk the transfer 

of such capecity, Applicants request authorization and waiver of any regulations or policies to 

p-t the permanent, one-time assignment of such SCPC capacity to SCPC's former fm sales 

customtxs as provided in the Settlement Agmmcnt. U p  assignmmt, the transfer will continue 

to be Part 157 atpacity. Applicants an supported by Transco in this assignment and Applicants 

also nqucst that the Commission grant any authorization or waiver that may k nccdcd by 

Transco to hilitate the assigmmt of capacity fium SCPC to its fonntr firm sales customers. 

2 9 ~ t ~ t b t ~ ~ l g a e m e a Z t b c ~ r c e p i r r s t h c i t ~ e d b c r t i o n o f r t l c u  
i d c a t i f d i n A m c b m c n t 2 t o ~ ~ t A g r s e m c n t w i l l n a t b e ) 1 1 b p a r 0 t b e T r r a d t i a a C o Q S ~  
ideatifkd in Cuolina Citr' tuiff. As set fath mofe tWly in the Scttkmmt -t, srb Chmmr receiving r 
m~ofylstmm~~will~btrcrpwr~lsh+eoTSCPCsmturl$rrfn~(~~thttmwof 
tknlcau. 
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The transfer of the Transco Rate Schedule GSS capacity should be permitted as of 

SCPC's transition from intrastate service to an unbundled, open access intersptc service. in its 

Order No. 636 restructuring proceedings, the Commission implemented Section 284.242 of its 

regulations, which required pipelines to assign any capacity they held on upstream pipelines and 

required the upstream pipelines to permit the downsmm pipelines to assign their firm cspacity 

to their customers. See id. at 62,006. The Commission dekcd -'on 284242 from its 

regulations after pipelines had implemented Order No. 636 in their restructuring pmcccdhgs and 

in mgnition of the Commission's change in policy to allow pipclines to hold upstream capacity 

without prior Commission approval.m Althwgh Section 284.242 no longer exists, that 

mechanism for transferring Part 157 capacity should be adopted by the Commission here, where 

SCPC is  making the transition &om intrastate service to interstate service and the Customers 

have agreed to the allocation of such capacity. The transfer of the stmge capacity held by 

SCPC on Transco will Fdcilitatc customer use of the Carolina Gas interstate system for the 

foregoing reasons, Applicants reguest that the Commission permit the assignment of the capacity 

held under Transco's Rate Scheiiulc GSS b former SCPC firm sales customers upon the 

effective date of the merger. 

4. Initial Rater and Rate Mitiption 

a. Initial Rah,  Cost of Scnlcc and Finmdsg 

Appticants have included two sets of initial rates as part of this SCA: Settlement Rates 

and Alternate Rates. Both sets of rates are zone of delivery rates, with two zones, based on SFV 

cost allocation and rate design. Zone I consists of the forma SCPC hilitits aad Zonc 2 

wnsisw of tbe former SCG kilities. Applicants also provide fm Negotiated Ratts an Carolina 

SO ~ s e  ~ssi~narcni o f ~ i  GTFQCU~ on Up/- I J I & ~ ~ ~ w c  Pi#eiIm, Orda No. 892,101 FERC 1 61,207 
( 2 W .  
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Gas in the General Terms and Conditions (Section 29) of the Sealcmcnt Tariff. Carolina Gas 

will finance its capital investments with advances from SCANA and through its own debt. 

Pursuant to this SCA, substantial natural transmission infrastructure is being 

dedicated to open access interstate service. The Altcmate Rates conform to Commission 

precedent and policy regarding NGA Section 7 initial rates. Thc expenses and facilities costs 

that underlie thc Alternate Rates arc taken from the books and records of the two merging 

pipelines, with profona adjustments to rcflcct SCPC's exit from tbe merchant business and its 

conversion to interstate transmission-only service. Rate base includes the pastmerger plant in 

service, accumulated depreciation, accumutated deferred income taxes, and construction work in 

progress as of the expected merger date. Also included in rate base are materials and supplies 

bascd on a 13-month average inventory level. No cash working capital allowance is proposed. 

The rates are derived using SCPC's c m n t  amortization rate for intangible plant, 10 percent, and 

its current depreciation rates for transmission plant, 1.83 percent, and gmcral plant, 8.67 pcrcent 

SCG's current depmciation rates are 2.50 percent for all classes of plant. Using SCPC's cumt 

depreciation rates reduces the amount of depreciation expense contained io Carolina Gas' initial 

rates, as compand to the use of SCG's existing depreciation rates. 

Carolina Gas* bansmission cost of service for the Alternate Rates is $53.1 million, 

inwqmating an overall, after tax rate of return of 9.82 percent d an ROE of 14 percent. A 

ROE of 14 percent is supported by Commission action in otber recent Section 7 pmccedhgs. 

See, e-g., Dominion Sorrfh Pipeline Cornpony, L. P., 1 1 3 FERC 1 6 1,064 (2005) (approving ROE 

of 14 puunt); Carpus ClviPti LNG, LP., Cheniere Copus Chrisri Pipeline Cumpany* 1 1 1 

FERC 61,081 at P 33 (2005) (approving ROE of 14 percent). That ROE level also is supported 

by the greater level of risk that industry analysts have determined currently affect the interstate 
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pipcline busioess?' In Carolina Gas' cast, its ovaall after tax rate of rchun is lower thaa 0 t h  

pipelines with comparable ROE levels, because Carolina Gas has been able to achieve a debt 

cost of 5.46 percent, which is substantially lower than the norm. The Alternate Rates are 

supported by the public convenience and necessity and should be approved by thc Commission 

fm Carolina Gas' senrices to apply to any contesting party. But for the Settlement Agreement, 

these Alternate Rates would apply to all customers. 

The Scttlemmt Rates arc derived on the same basis as !he Aknratc Rates, with b e  

principal differences. First, certain rate base and expense items were the subject of compromise 

for settlement puqmcs in the calculation of the Scttlment Rates. The Alternate Rates do not 

include these compromises. See Exhibit P, Appendix D, to the SCA. Second, the Settlement 

Rates incorporate a 12.7 percent ROE. This compromise ROE also is supported by Commission 

p&nt and, in fact, is lower than the ROE granted to SCO when that pipclinc was grantad 

certificate authorization. The Commission approved an equity mtc of 13.3 percent for SCG. 

Swthern N-raf Gas Pipeline, SCG Pipeline, Im., 99 FERC f 61,345 at P 82 (2002). The coat 

of service underlying the Settlement Rates is $50.6 million, incorporating an overall after tax rate 

of return of 9.08 percent. 

The third principal diffimmc between thc Altunate Rntes and tbe Settlement Rates 

concerns the billing determinants for Columbia Enegy LLC ("Columbia Energy") included in 

tbe rate calculation. Columbia Energy has a long-term transpartatiqn conbct with SCPC, which 

provides that Columbia Emgy will continue to m i v t  tnmqmfatian mice h m  tbe pipeline 

if the pipeline converts to interstate service. That mtract calls for Columbia Energy to contmuc 

'' s# . W e  01th~ ~urunal Gm 2+lryccbn Cb#kmre, ~ o c f d  No. ADoS-~~NJO, Ombm 12,2005, 
T1(1116CTiptat 135, I S W ,  180-81, t%(awnmcatrcifFERCCoannitri~caergymbstryprrticipmblad 
invators mopizhg risk in tbc p i p d i  m9stry). 
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to reserve 85,000 Dth per day of firm pipeline capacity. However, on December 20,2005, 

Columbia Energy and its parent, Calpinc Co~poration ("Calpine"), filed voluntary petitions to 

restructure undcr Chapter 1 I ofthe United States Bankntptcy Code. Many issues h e  Calpine 

and Columbia Energy during their restruchuing and Columbia Energy has not yet made the 

election afforded it under the Bankruptcy Code =garding wbcther to assume or reject its contract 

for m e  transportation m i c e  h m  Carolina Gas. Based on experience, Applicants estimate 

that if Columbia Energy rejects its umtract with SCPC, tbe firm capacity contracted for on 

Carolina Gas related to Columbia Energy's South Carolina plant may be as low as 12,000 Dttr 

per day. The Alternate Rates are based on billing determinants associated with the Columbia 

Energy plant set at thc 12,000 Dth pa day level. The Settlement Rates are based on billing 

determinants for Columbia Energy of 70,000 Dth per day, reflecting Applicants' agreement in 

the Settlement to accept the risk during a moratorium period that Carolina Gas will have rates m 

efftct sct at a billing determinant level that could be morc then 55,000 Dtb per day higher than 

the amal level. 

The Scalernent Rates rn the result of compromises made in order to foster settlement 

and avoid expensive and lengthy litigation. The Settlement Rates are based on billing 

determinants equaling Maximum Daily Transportation Quantities (uMDTQ3 agreed to as  part of 

the Settlement Agreement by the Customers listed on Attachment 1 to the Settlement Agmxnmt 

As a part of the Settlement Agreement, C u s m  will enter into Rate Schedule IT 

TnmsporWion Smrice Agreements ("Service Agmements'') in the form of service agmmcnt 

iachded in the Settlement Tariff with the MDTQ amounts set forth fw each Customer in 

Attrrchmeat 3 to the Settlement Agreement. If the Customers do not mter into Service 

Agreements at the agrced upon MDTQ amounts, the integrated and inter-t compromises 
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of the Wlernent Agreement will be undermined because Applicants wil not be able to collect 

the agreed upon w e n u t  raquinmcnt. In order to implement Customers' MDTQ obligation, 

Applicants will send each Customez a Service Agreement within five (5) business days after the 

filing of thc Settlement Agreement and this SCA that will include thc a g r d  upon MDTQ level 

set forth in Attachment 3 to the Sm1emcnt Agreement Prior to the deadline for filing initial 

comments regarding the Settlement Agreement and for filing comments, interventions and 

protests to the SCA, as established by Commission notice, Customers shall execute and return to 

Applicants their Service Agreements in order to be considered settling parties pursuant to the 

Settltment ~gnxment?* Pursuant to the Settlement Agreement, any Customer that does not 

retum such an executed Service Agreement will be considered a contesting party and will be 

ineligibje to receive sentice at the Settlement Rates. 

If any party contests this SCA or the Settlement Agrcemcnt, the Commission should 

determine that the Settlement Agreement nonetheless applies to a contesting party. If tbe 
w 

Commission makes that &termination, such contesting party shaH be b e d  to be a settling 

party under the SettIemcnt Agreement; provided, however, that any Customer that dots not 

execute a Service Agreement at the agreed upon MDTQ level, shall not be eligible to receive tbc 

Settlement Rates. If, however, the Commission orders a contesting party to be severed to 

separately litigate and/or otbdse  contest isrntcs in this proca#iing without &laying the 

implementation of the Settlemmt Agreement, such contesting party shall be entitled to only such 

rate and other relief as is ultimately determined appropriate by the Commission in a final 

u o n w l a b l e  orda establishing the outcome of this proceeding with rwptct to such party. 
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The Settlement Rates are supported by the public conveni~lce and ntccssity, are just and 

reasanable and Applicants request that the Commission accept the Settlement A p r n e n t  

without modification or condition, and that the Settlement Rates set forth in Exhibit P be 

effective on the merger effective date and be applicable to all Carolina Gas customers with the 

exception of contesting parties that are severed and Customers that do not execute Service 

Agreements as set forth above. This SCA asks the Commission to approve the parties' 

Satlement Apemeat and to find that the Settlement Rates should (1) take effect for all 

Customers, witb the exception of any Customers that do not enter into a Rate Schedule FT 

Transportation Servia Agreement at the agreed upon MDTQ levels, and (2) serve as the 

recourse rates available to any future shipper on the Carolina Gas systcrn. 

b. Mitigation 

The Settlement Agreement provides for two forms of mitigation. The first type of 

W mitigation is for customer deliveries in Carolina Gas Zone 2, which consists of the c m n t  SCG 

intcrwte syst&. SCG has one firm customer, SEMI, an affiliate of SCG, S C ~  a d  Carolina 

Gas. Without any mitigation, the Settlement would result in a substantial increase of 

approximately 25 percent in rates for this customer for &liveries in Zone 2 Based on the total 

balance of compromises and benefits achieved in the Settiement, Applicants and the Customers 

have agreed to mitigate the severity of this innafc by limiting it to 15 percent above S6MI's 

current rates. The Zone 2 reservation chmge, indudtd in both the Alternate and Settfrment 

Rates, reflects tbis mitigation. Thwt mitigated costs will be spread amolrg the Zane I billing 

determinants. 

Similar to what occumd during the Orda No. 636 tnmition, SCPC's sale for r d e  

customers will exptricncc an increcuse in their revenue responsibility dating to rate makmg 
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changes. Unlike SCPC's rates, Carolina Gas' nates will be b a d  on SFV cost allocation and rate 

design. In addition, as is true in many states, the rates of industrial customcrs in South Carolina 

are designed to provide a grartcr contribution to a utility's revenue requirement than the 

contribution rcquind of other customer classes. This results in some subsidy for the rates for the 

sale for resale customcrs that serve residential and wmmercial consumers. As was the cusc in 

restrucnuing proceedings following Order No. 636, mitigation of the i n c d  rates for salc for 

resale customers on Carolina Gas is appropriate and the Sealanent Agreement includes a fair 

level of mitigation for such customers. The Settlement Agreement provides for swnmer 

mitigation ofCarolina Gas' Zdne 1 rates, pursuant to which eligiblc customers will receive 

mitigation with respect to a portion of their Rate Schedule FT capecity though a reduction of 

their MDTQ during the months of May through October. This mitigation is imludtd in the 

calculation of both the Alternate Rates and Settkmt Rates. 

The reduction in billing determinants described above would rsult in a higher 

restmation rate. Carolina Gas will share in this rate effect equally with customers by eliminating 

from the calculation of rates 50% of the costs that would be shift& due to this reduction in 

billing determinants. This -Its in $710,787 in annual costs being diminatad from thc Zone 1 

rtservatitm chargt. Carol& Gas wi11 have thc opportuaity to ftcover the annual awt of d c e  

amount of $7 10,787 h g h  the sale of service and short-term FT service. Afkr Camlina 

Gas hes recovered &c $71 0,787 through such sales, Carolina Gas shall sbare my additioml 

revenues fiom such salea with customas in propodon to the total revewes paid by each 

customer under Rate Schedule FT to tbe total rtvenucs nceivrd by Carolina Gas under Ratt 

Sdredule FT during the accrual ptriod, pursuent to Section 28 of the Settlement Tariff. Caroline 

Gas will umkc a f h g  with ttK Commission each year in canjtmotion with its IT menue sbarjag 
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mechanism setting out how much, if any, of the $7 10,787 Carolina Gas bas recovered and fiuther 

setting out any amounts rtcovcrcd over the $710,787. Any amount of  the $710,787 that is not 

recovered by Carolina Gas during an annual rrxovcry period will not be eligible for recovery in a 

subsequent annual recovery period. 

5. Senice Agrecmtnts 

As discussed above, Applicants will send each Customer a Sewice Agreernmt within 

five (5) business days after the filing of the Settlement Agreement and this SCA with the FERC. 

Prior to the deadline for filing initial comments regardiig thc ScttItment Agreement and for 

filing comments, interventions and protests to the SCA, as established by Commission notice, 

Customers shall execute and return to Applicants tbcir Scmce Agreements in order to be 

considered settling parties pmuant to the Sealemcnt Agreement. As provided for in the 

Settlement Agreement, wid, the exception of longer-mm sgretments discussed below, the 

S d c e  Agreements will be for thrce-year primary terms with the MDTQ amounts set forth in 

Attachment 3 to the Settlement Ageement. Each Customer's Service Agreement also shall 

include an exhibit setting forth the allocation of upstream capacity as set forth in Attachment 2 to 

the Settlement Agreement. Pursuant to the Sc!tltment Agreement, Customers will accept the 

assignment of such up- capacity. 

Withm the time period set out above. SEMI will enter into a Service Agreement, with a 

primary term ending October 31,2023. This primary term matches the primary tenn m SEMI'S 

existing transportation agnernmt with SCG. The Cumlina Gas Rate Scheduk FT Strvice 

Agreement with the Patriots Energy Group CPEG") is a discount contract tahb a primary term 

ending March 3 1,20 18. The PEG contract is a continuation of the arrangement tbat PEG had 

negotiated with SCPC reflecting PEG'S mtentioa to byprrss SCPC unless a dkmmt was off& 
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The PEG Service Agreement is based on the form of service agreement included in the 

Settlement Tariff, but is filed for the Commission's review and approval as part of Exhibit I to 

this SCA because Exhibit C to that agreement would represent a deviation from Carolina Gas' 

form of smicc agreement if not for the tariff provision rcfmflced below that Applicants have 

included in the Settlement TarifE Exhibit C to that agreement scts w t  PEG'S right to incnase its 

MDTQ in the future un&r certain circumstances. This provision is similar to those addressed by 

the Commission in Northern Natural Gas Company, 1 1 I FERC 1 6 1,287, reh 'g denied, 1 13 

FERC 1 61.1 19 (2005) (finding agreement with I d  growth option to be in conformance with 

tariff amendments making such option generally available), oppaof docketed, No. 05-1468 (D.C. 

Cir. Dcc. 27,2005); Norhem Naturat Gm Company, 1 1 1 FERC 7 6 I ,  14 I (2005) (accepting 

tariff provisions that d e  load growth option generally available to all Northern customers); 

Northern Nuftlraf Gas Compmy, 1 I0 FERC 7 61 J2 I, reh 'g denied, 1 1 1 FERC 7 61,379, reh 'g 

denied, 1 13 FERC 7 61.1 88 (2005) (requiring Northern to place load growth option in its tariff to 

malre it generally available to all shippers), appealddeted, No. 06-1016 (D.C. Cir. Jan. 12, 

2006). Consistent with that Commission precedent, the Settlement Tariff includes a provision 

that makes such a right to increase MDTQ generally available to all customers under similar 

conditions. See Exhibit P, Settiement Tariff, Rate Schedule FT, Section 2.6. PEG will execute 

this Service Agmmtnt within the time period set out above. 

Also included for thc Commission's review as part of Exhiiit I to this SCA is a f m  

mnspomticm agnement repmcntative of drc &a agreement that Carolina Gas and 

Columbia Energy would enter into as provided in Columbia Eaergy's existing agreemmt fot 

firm transportation service with SCPC. In that existing agreement the parties had anticipated 

SCPC's conversion to open access interstate service and had provided that tbeir anangemeat 
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wwld continue under this Commhsion's jurisdiction for a primary term ending February 29, 

2024. The contract included with Exhibit I for informational purposes is b a d  on Carolina Gas' 

form of service agreement and Applicants do not believe that it materially deviates from that 

6. Tariff 

Exhibit P contains the Carolina Gaspro forma Settlement Tariff. The SeUlement Tariff 

includes Rate Schedules and Forms of Senrice Agreement fot finn and intemptible 

ccs as well as G e m 1  Tenns and 

Conditions for those services. The SettIement Toriff incorporates the provisions of the 

Settlement Agreement and is agreed upon as part of the Settlement Agreement. The Settlement 

Tariff is consistent with Commission policies ser forth in Order Nos. 637,587, and 2804. 

Exhibit P, Appendix B, to the SCA includes charts identifying the provisions by which the 

Settlement Tariff complies with Order No. 637 and NMSB r c q u b n t s .  

VI. REQUEST FOR WAIVER OF SCC9S COST AND REVENUE STUDY 
REQUIREMENT 

Applicants request waiver of the requirement imposed by the Commission in its order 

gmnting certificate authority to SCG that SCG filc a cost and revenue study at thc end of its fh t  

dvee years of operation. See Southern Natural Gas Company, SCG Pipeline, Inc., 99 FERC 

1 6 1,345 at 62,480 (2002). Such sbdy wwId be due m Novcmber 2006. Applicants propose an 

in-service dste for Carolina Gas prior to the 20tM2007 winter sawn. As a rcsuh of the maga, 

3 3 * ~ o h u n b i . ~ a a g y ~ ~ w i ~ ~ m e x h i b i t t b r t & f & r b e t e c u r i t y ~ o f  
CoiUdh  Energy, COmiclart with the prwirioltr of tbc %tthmi TII.ifftfnt wherr 8 pipehe fbcility b been 
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SCG's facilities and operations will be transferred to Carolina Gas and, therefore, then: will no 

longer be a need for the Commission to rcvicw separately the costs d revenues of SCO. 

VII. REQUEST FOR SHORTENED PROCEDURE 

Applicants request that this application be disposed of in accordance with the shortened 

procedures provided by Rules 710,801, and 802 of the Commission's Rules of Practice and 

Procedure, 18 C.F.R. 84 385.710,385:801, and 385.802. Pursuant to Rule 710 ofthe 

Commission's regulations, Applicants hereby request that the intenmdiate decision procedure be 

omitted and waive hearing and the opportunity for filing exceptions to the decision of the 

Commission, but reserve the right to apply to the Commission for rehearing and to petition for 

judicial review of the Commission's decision if this application is heard under the shortened 

procedure provided for by the Commission's regulations, particuiarly Rules 801 and 882 thereof. 

As previously cxplaincd, Applicants &ire that Carolina Gas begin interstate service 

pursuant to Commission jurisdiction in dm for the 20062007 winter. In otdct to allow 

sufficient time to ensure an ordaly transition of the upstream assets, paxtjcularly storage assets 

that will be needed by customers for the 2006-2007 winter, Applicants quest  the Commission 

to issue its order on or before July 31,2006 p t i n g  the authorizations mquested herein. 

mi. REQUEST FOR COMMENT SCFIEDULE 

Bccausc this filing requests certificate and other authorizations for the pmposed mcrgcr 

and also rcqucsts approval of thc Sdtlcrmnt Agreement supporting the me~ger and requested 

authi&cm, Applicants quest dm! thc Commission establish one comment schedule that 

provides for comments to both this SCA and tbe o& of settlement, as refltcted in the form of 

notice inchrdtd with this filing. Applicants rayest tbat the Commission wtice issued in 
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taponse to this filing establish: ( I )  a deadline fot initial comments to the offer of settlement and 

for commcnts, interventions and protests to the SCA 30 days fmm the date of this filing, and (2) 

a deadhe for reply comments on the offer of settlement, if needed, 40 days fiusn the date of this 

filing. This proposal accommodates the comment schedule for offers of sctrlcment provided in 

Rule 602, which provides that initial comments be filed within 20 days of the filing of an ofRr of 

settlement and that reply commcnts bc filed within 30 days of tbe filing of an offer of settlement, 

unless otherwise provided by the Commission, " with the Commission's practice of setting 

commcnt deadlines for NGA Section 7 applications approximately 30 days from the date of 

filing. 

Applicants believe that the requested comment schedule is appropriate to p v i &  a 

frsrneworft for the submission of initial and reply commcnts. However, in the event that no 

initial comments are filed or no initial comments are filcd in opposition to the Settlement 

Ap~ement  or SCA, Applicants request that the Commission waive the deadline for reply 

comments in order to expedite its consideration of the Settlement Agnement and SCA. 

EX. FILING REQUIREMENTS 

Purwant to Rule 201 1, I8 C.F.R. (j 385.201 1, Applicants are making this filing in 

electronic format, and the undersigned catifics tbat the paper copy contains thc same 

information so the electronic filing. 

A form of notice suitabte for publicatim in the F'erui Regfster is sttached hento and a 

CPROM is enclosed containing such notice. 
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X STATEMENT OF ISSUES 

Pursuant to Scction 385.203(aX7) and Order No. 663,112 FERC f 61,297, Applicants 

request that the Commission confirm that: 

1. A certificate of public convenience and acccssity should be issued 
authorizing Applicants to do all that is nqucsttd in tbis SCA, inchding: 
(a) the merger of SCG and SCPC to fonn a single, integrated interstate 
pipeline, subject to Commission jurisdiction, to be operated by Carolina 
Gas, the entity to be formcd as a result of the merger; (b) the provision of 
jurisdictional scrvicts by Carolina Gas pursuant to the Settlement Rates 
and Settlement Tarie (c) the abandonment of SCG's FERC-certificated 
frtcilitics througb merger and the caaccflation of its FERC Gas Tariff and 
any other authorizations granted by thc Commission, all as mom hlly 
described herein. 

2. It is in tbe public convenience and necessity to grant Carolina Gas a 
blanket certificate authorizing Carolina Gas to tramport gas on behalf of 
othm pursuant to Subpart G, Section 284.22 1 of the Cotnmission's 
regulations; and a blanket certificate authorizing certain construcfion tufd 
operation of fscilities and abandonments under NGA Section 7 pursuant to 
Subpart F, Sections 157.20 1-2 18 of the Commission's regulations. 

3. The Settlement Agrcemcnt is a fair and masonable tcsolution'of the issues 
associated with the reguests for authorizations contained in this SCA, is in 
tbe public intrr#t and is approval without modification or condition. 

4. Carolina Gas is authorized to make a permanent, one-time assignment of 
capacity held by SCPC pursuaut to Transco Rate Schedule GSS. 

5, The PECYCarolina Gas service agreement is accepted without 
modification. 

6. Tbe mpktnent that SCG file a cost and revenue study is waived. 

XI. REQurrreDATl'ACIIMENTS 

A. FwmofNodce 

a Exbibits 

This application is abbreviated pursuant to Section 157.7(a) of !he Commission's 

regulations. The information required by Sections 1 57.14, 157.16 and 1 57.18 of the 
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Commission's regulations is attached hereto as exhibits. Any information ornittcd and thc Rasoa 

for such omission is indicated below: 

1. Exhibit A Articles of incorporation and Bylaws 

2. Exhibit B State Authorization 

3. Exhibit C Company Officials 

4. Exhibit D Subsidiaries and Affiliation 

5. Exhibit E Other Pending Applications and Filings 

6. Exhibit F Location of Facilities 

7. Ekhibit F-I Environmental Report 

Resource Reports 2 through 13 are omitted Exhibit F-1 requirtmmts are 
not applicable becausc no construction, replacement or physical 
abandonmtnt of Facilities is being proOosed as pan of the merger of SCG 
into SCPC to crcate Carolina Gas and the conversion of SCPC h m  
Hinshaw ststus to NGA-jurisdictional ststrrs?' Applicants are 
nevathckss providing various environmental data to tbe Commission to 
provide the Staff with an understanding of SCPC's pexisting facilities 
amt operations. 

8. Exhibit G Flow Diagrarns Sbowing Daily Design Capacity and 
Reflecting Operation With and Without Proposed Facilities 
Added 

9. Exhibit GI Flow Diagrams Reflecting Maximum Capabilities 

10. Exhibit G-II Flow Diagrnm Data 

If. Exhibit H Total Gas Supply Data 

13. Exhibit K Cost of Facilities 

3'~isirconsbtanwiIhtk . . 'straanmtofScftion7 rppbatiaudwrtnocooobuaiar b 
w. &e,e.g., ~ c w i P ( r ~ ~ ~ ,  107 FERC161,1620001)(1ppn~~rplirilaofu 
o ~ g ; r t h e r i a e o a r p r n y l p i d ~ i t q t t o f ~ s ~ p i p d i n e r Y g a m m d f i n d i n g ~ t b e  
-ion qurtiT~ed for 8 mkgotiwl clchrrwm rmQr 1 380.4.)); ~~, LP, 104 FERC 1 61,008 d P 37 

p i p l m a m d f m d i n g m e ~ ~ t . l  m i t w w l w m  
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14. Exhibit L 

15. ExhibitM 

16. ExhibitN 

17. Exhibit0 

la ~ x ) u i i t ~  

19. Exhibit Q 

20. Exhibit R 

21. Exhibit S 

22. Exhibit T 

23. Exbibit U 

24. Exhibit V 

25. Exhibit W 

26. Exbibit X 

27. Exhibit Y 

28. Exhibit Z 

CONCLUSION 

Construction, Operation, ad Management 

Revenues-Expenses-Income 

Depreciation and Amomzation 

Tariff 

Emct of Acquisition on Existing Contracts and Tariffs 

Acquisition Contracts 

Accounting 

Related Applications 

Contracts and Othm Agreements 

Flow Diagram Showing Daily Design Capacity and 
~ c f l e c t i n ~  Operation of Applicsnt's System After 
Abandonment 

Impact on Customas Whose Service Will Be Terminated 

Effcct of the Abandonment on Existing Tariffs 

Accounting Treatment of Abandonment 

Location of Facilities 

WHEREFORE, for the foregoing rtasons, Applicants respecthlty request that the 

(1) apjmve the Settlemeat Agramcnt in its entirety, without condition or modification; 

(2) gtant a certificate of pubtic convenicnct and necessity, as proposed herein, to permit 

tbc mcrga of SCG and SCPC to form a single, integrated inters?ate pipeline subject to tbe 

jurisdiction of the Commission, Carolina Gas, which company shall hold the ccrtifbtq 

36~twitfithccfi(.thtformsd&krirfk~p.rtig'neeo(irtionof&~kment~~l, 
thc~sbcctmdincome~~mcfukdmExhibitLar:~cmhme3~2005dsb.~djurtcd. Totbe 
umt mmmry, AppIicaaIs quest any necwrsry m h  of (be Part 157 fdmg raquireracatr 
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(3) authorize Carolina Gas to operate the merged facilities and provide the services 

proposed herein at initial rates sct forth herein based on the Settlement Agrtemcnt and pursuant 

to the Settlement Tariff agreed upon as part of the Settlement Agreement and proposed herein; 

(4) grant a certificate of public convenience and necessity, as proposed herein, for the 

abandonment through merger of SCG's FERC-certificated facilities and the cancellation of its 

FERC Gas Tariff, and any other authorizations granted to SCG by the Commission; 

(5) authorize a blanket mrtiiicste to Carolina Gas to transport gas on behalf of others 

pursuant to Subpart G, Section 284.22 1 ; 

(6) authorize a blanket ccrlificate to Carolina Gas allowing certain msnuction and 

operation of facilities and abandonments under NGA Section 7 pursuant to Subpart F, Sections 

157.20 1-21 8 of the Commission's regulations; 

(7) authorize the pmmanent, me-time assignment of capacity heM by SCPC pursuant to 

Transco Ratc ScMult  GSS; 

(8) accept the PEGICarolina Gas service agreement without modification; 

(9) waive the requirement that SCG tile a cost and revenue study; 

(10) establish the comment deadlines as requested herein; 

(1 I )  issue a final order on or before July 3 1,2006, granting all authorizations sought 

henin; 

(12) grant any waivers of the Commissioa's regulations or policies needed for such relief 

or for issuance of the certificates, determinations, orders, and approvals requested in this joint 

application; and 
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(13) grant all other and further relief as is warranted, necessary, and appropriate under the 

circumstances described herein. 

Respectfully submitted, 

Carolina Gas Transmission Corporation, 
SCG Pipcline, Inc., South Carolina 
Pipeline Corporation 

@chard D. Avil. Jr, 

Francis P. Mood, lr. 
Senior Vice President, Gtncrat Counsel 
& Assistant Secretary 
B. Craig Collins 
Assistant G m r a l  Counsel 
SCANA Corporation 
1426 Main Strtct 
Columbia, Swth Carolina 29201 
Tclphone: (803) 2 1 7-75 13 
Email: blfin-acorn 

Richard D. Avil, Jr. 
Kcnncth B. Driver 
Amy W. Beizer 
Joncs Day 
5 I Louisiana Avenue, NW 
Washington, DC 20001-21 13 
Telephone: (202) 879-3939 
Facsimile: (202) 626-1 700 
rdavil@oaesday.com 
kbdriver@ooesday .corn 
awbcizcr@onesday.com 



Exhibit B 

UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL REGULATORY ENERGY COMMISSION 

) 
Carolina Gas Transmission Corporation ) 
SCG Pipeline, Inc. ) Docket Nos. CP06-71-000, 
South Carolina Pipeline Corporation ) CP06-72-000 and CP06-73-000 

) 
) 

COMMENTS 

Pursuant to the Notice issued by the Federal Energy Regulatory Commission 

("FERC" or "Comrnissi~n'~) on March 3, 2006, the South Carolina Office of Regulatory 

Staff ("ORS") submits these Comments on the "Settlement and Certificate Application" 

or "SCA" in the above captioned proceeding. 

I. Summary 

On February 27, 2006, SCG and SCPC (the "Applicants") filed an abbreviated 

joint application to accept offer of settlement and for a Certificate of Public Convenience 

and Necessity authorizing facilities acquisition and operation, the provision of 

jurisdictional services, and abandonment, and for blanket certificates (hereinafter referred 

to as "Settlement and Certificate Application" or "SCA"). The Settlement and Certificate 

Application requests all certificate and other authorizations necessary to permit: (1) the 

merger of SCG into SCPC to form a single, integrated interstate pipeline, subject to 

FERC jurisdiction to be called Carolina Gas Transmission Corporation ("Carolina Gas"); 

(2) the operation of such interstate pipeline by Carolina Gas, the entity to be formed as a 

result of the merger; (3) the provision of jurisdictional services by Carolina Gas pursuant 



to the settlement initial rates and the settlement pro foma FERC Gas Tariff; and (4) the 

abandonment by SCG of its FERC certificated facilities through merger and the 

cancellation of its FERC Gas Tariff and any other authorizations granted by the 

Commission. The Applicants assert that the vast majority of the customers have agreed to 

the proposed settlement.' 

Additionally, SCPC and SCG further request that the Commission grant Carolina 

Gas a blanket certificate authorizing Carolina Gas to transport gas on behalf of others 

pursuant to Subpart G, Section 284.221 of the Commission's regulations; and a blanket 

certificate authorizing certain construction and operation of facilities and abandonments 

under NGA Section 7 pursuant to Subpart F, Sections 157.201-218 of the Commission's 

regulations. 

On March 13,2006, ORS filed a Notice of InterventionlMotion to Intervene. ORS 

was concerned and remains concerned that the merger will increase consumer rates, but 

based upon the information obtained by ORS, believes there are also benefits to the 

proposed merger and settlement. The primary benefit of the merger is the removal of the 

opportunity for affiliate abuse.2 Indeed, the principle reason for the merger is the 

Commission's April 27, 2005, Order Approving Stipulation and Consent Agreement, 

wherein the Commission reached a settlement with South Carolina Electric & Gas 

Company ("SCE&G"), SCG, SCPC, and SCANA Services, Inc., that requires SCG and 

SCPC to combine into a single open access interstate pipeline to prevent possible future 

' Settlement and Certificate Application at pages 8-9 
2 On March 3,2004, the NCUC concluded in a case involving Public Service Company of North Carolina 
and SCANA that the potential for affiliate abuse is relatively small compared to the efficiencies gained due 
to centralization of'the gas procurement function 



Standards of Conduct violations."f SCG and SCPC do not merge, SCPC will seek 

approval for a rate increase from the South Carolina Public Service Commission and 

SCPC and SCE&G will face increased administration and operating costs to comply with 

the Commission's April 27, 2005, Order. Additional benefits of the merger include (i) 

economic growth, (ii) greater diversity in access to natural gas supply, and (iii) greater 

asset management options. 

Economic Growth. The rates for most firm and all interruptible industrial 

customers will be less than the current standard SCPC industrial rates. Businesses that are 

evaluating whether to locate their operations to South Carolina will be able to more easily 

compare interstate pipeline gas transportation rates.. Further, the expansion of the 

interstate pipeline access to Elba Island LNG supplies will enhance economic 

development throughout South Carolina.. The City of Orangeburg is a sale for resale 

customer of SCPC, and a representative of the city confirmed to ORS that the city 

supports the merger. The city representative pointed out that, in his opinion, the potential 

for expansion along the 1-95 corridor exists once the merger is completed. The 

introduction of additional pipeline growth along the 1-95 corridor improves industrial and 

commercial opportunities for the state. Today, the capacity at Elba Island is .5 billion 

cubic feet per day (BCF) but fbture capacity will be 2 BCF per day. 

Diversity. SCE&G will be able to buy at three supply points as opposed to only 

two. In the event of a hurricane or other disruption to the supply, with access to three 

separate supply points, SCE&G will have greater redundancy to insure native load 

- 

Between 1999 and September 21,2004, the Commission's Division of'Enforcement, Ofice of'Market 
Oversight and Investigations, conducted a non-public investigation of' SCANA subsidia~ies for alleged 
violations of'the Standards of'conduct, the Commission's Capacity Release Policies, and the Commission's 
Shipper Must Have Title Policy as well as alleged preferential gas sales between affiliates. 



requirements are met. Attachment A is a map illustrating the increased number of supply 

points. 

Asset Management. As a result of the merger, certain restrictions on a bundled 

system will no longer apply such that customers of Carolina Gas will have greater 

flexibility to manage their natural gas supply tailored to meet their unique individual 

needs. Term deals, fixed pricing, access to emergency gas, daily pricing, individual 

hedging programs, and the ability to coordinate purchasing strategies with facilities in 

other locations are some of the new benefits to customers of Carolina Gas. Customers 

will also be able to participate in upstream capacity release transactions. To the extent 

SCE&G is able to optimize its capacity release sales, the smaller the financial impact to 

the rate payer. Generally, the increased competition among suppliers means lower prices; 

facilitates development of innovative products; and promotes better intra,-company 

transportation capacity utilization on a fleet basis. 

The ORS is charged by law with the duty to represent the public interest of South 

Carolina pursuant to S.C. Code 5 58-4-10 (B) (added by Act 175). S.C. Code Cj 58-4- 

10(B)(1) through (3) read in part as follows: 

. . . 'public interest' means a balancing of the following: 

(1) concerns of the using and consuming public with 
respect to public utility services, regardless of the class of 
customer; 
(2) economic development and job attraction and retention 
in South Carolina; and 
(3) preservation of the fmancial integrity of the State's public 
utilities and continued investment in and maintenance of utility 
facilities so as to provide reliable and high quality utility services 



Upon balancing the interests of the consumers, economic development, and the public 

utilities, the rate increase caused by the merger is outweighed by the avoided costs of 

maintaining SCG and SCPC as separate companies and by the benefits described above. 

ORS will continue to be active in rate cases before the South Carolina Public Service 

Commission to ensure that synergies resulting from the merger flow through to SCE&G 

rate payers. 

To summarize, based upon the information obtained by ORS, benefits of the 

merger include removal of the opportunity for affiliate abuses, economic growth, 

diversity of natural gas supply, and asset management. 

11. Conclusion 

ORS supports the proposed merger and settlement based upon the information 

contained in the application and based upon information obtained by ORS. 
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Exhibit C 

UNlTED !STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 

Carolina Gas Transmission Corporation 1 
SCG Pipeline, Inc. ) Docket No. CW6---000 
South Carolina Pipeline Corporation 1 

FXPLANATORY STATEMENT 

Pursuant to Rule 602 of the Rules of Practice and Pmedure of the Fedcral Energy 

Regulatory Commission ("Commission"), 18 C.F.R. 5 385.602 (2009, SCG Pipeline, Inc. 

("SCG") and South Carolina Pipeline Corporation ("SCPC"), for themselves and on behalf of 

Carolina Gas Transmission Corporation ("Caro!ina Gasn) (collectively "Pipelines"), submit this 

Explanatory Statement in support of the Stipulation and Agreement ("Sett!ement Agreement") 

submitted as an integrated and comprehensive offer of settlement of the issues associated with 

their Abbreviated Joint Application To Accept Offer of Settlement And For A Certificate Of 

Public Convenience And Necessity Authorizing Facilities Acquisition And Operation, The 

Provision Of Jurisdictional Services, And Abandonment, And For Blanket Certificates 

("Settlement and Certificate Application" or "SCAy'), which the Pipelines also arc filing today. 

In the SCA, tho Pipelines request all Commission authorizations necessary to permit the merger 

of SCG into SCPC to fonn a single, integrated interstate pipeline, subject to the jurisdiction of 

the FERC. The resulting, merged entity will be Carolina Gas. Nothing in this Explanatory 

Statement will control or otherwise &ect the interptetation or meaning of the Settlemeat 

Agreement or any other document, 

As described more firlly in the Settlement Agrmnent and the SCA, the Settlement 

Agreement is the product of extensive efforts by the Pipelines and their customers. As a part of 

the Settlement Agreement, the parties listed on Attachment 1 to the Settlement Agreement 
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- 
("~ustomcrs")' ate to execute Rate Schedule IT Transportation Agreements in the form of 

service agreement included in the profinn4 settlement FERC Gas Tariff included with the SCA 

("Service Agreement") Customers* Service Agreements shall include the MDTQ amount set 

forth in Attachment 3 to the Settlement Agreement and the allocation amount set forth in 

Attachment 2 to the Settlement Agreement, both as explained more fully below. 

As part of the scttlcment, all but two of the Customers fisted on Attachment 1 arc to enter 
m 

into three-year firm transportation service agreements. As explained more filly below, the two 

a exceptions are customers that will continue long-term arrangements that substantially c x d  a 

three-year term. The Scttlment Agreement is a negotiated resolution of thc issues associated 

a 
with the Settlement and Certificate Application. The Settlement Agretment includes settlement 

I 
initial rates ("Settlement Rates") and apro form settlement FERC Gas Tariff f"Sttt1ement 

Tariff '), incoprated by refercncc to Exhibit P of the SSA. 

ARTICLE I 
BACKGROUND 

As explained in Article I, SCG is an interstate pipeline and a "natural-gas company" 

within the meaning of Section 2(6) of the Natural Gas Act ("NGA")~ subject to the 

Commission's jurisdiction. SCG commenced operations in November 2003, pursuant to 

' The P ipc l i i  have not liatcd Cohunbia Enttey LLC (Wlolrrmbia J3mgy") on Aaachmcnt 1 bcuus~ an 
Dccanbcr 20,2005, Columbia hagy and its pannt, Calpine Corporation (QdpIne"), filed voluntary petltiaru to 
rcmmm under Chrpter 1 1 of the Unittd Statu Btwbpwy Code. Columbia Eaagy actively ~ p u t c d  in tbc 
wly atagu of the settlement confcrams md negothtbns. HOWCHI, aftw D#.tmber 20,2005, it abstrfaed bocn 
the settlancnt offcn mrkr by the Cuatomm dwing tht n@&ma. Many issum hca Calpinc and Cohunbh 
En- during their rcaWu&g and Cohunbim Enaay bas not yet me& a dc(mninadm under tht Bmbuptcy 
Code as to w h c h  it will mume or m]act the cmmcb that relate to its South CdlDlh  pknt, inchdiag ita 

'on contmu widr SCPC. Thrt tmqmrtatjon conmd prov3der that Columbia Energy will amtinue 
~ ~ p o r t a t h r a l e o I S C P C ~ a n i n O p n P c P i p l i r r ,  BecauscColmbiaEn~bumtyct  
made a d c t a m h t h  as to whdba it will r s l~m a njcd the SCPC -on contnc?, tho Pipclimr did not 
list Colmbia Energy on Atlrhman I. Facing this urrcertriaty, tht putiu brvr dloatcd thc ridu of mtnct 
rejection or megotiatioo u equitably aa porribk in the Settkmenl Agrcenmt Tbc P i p t l i i  do not rndciprte tba 
Columbia Energy will comment rdvarely on the Sctllemcnt Agreuncnt .nd, provfdtd tha is the cue, the Pipelina 
do not intend to treat Columbia Energy as a Contcaling Patty undcr Article VIll of the Settlamnt Agcmcnt. 

IS U.S.C. 8 71746) (2000). 
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Commission authorization. See Socrthem Natural Gas Company, SCG Pipe lk ,  Inc... 99 FERC 

7 61,345 (2002); 100 FERC 761,284 (2002) (Order issuing Certificates, Approving 

Abandonment and Denying Rehearing). 

SCPC serves South Carolina markets through its 1400-mile web of transmission lines. 

SCPC serves 1 1 sale for resale customers and 47 industrial customers. h a n t  to rates, terms 

and conditions appmved by the Public Service Commission of South Carolina, SCPC provides 

bundled sales/tnursportation service to its customers. SCPC also provides, on a limited basis, an 

experimental transportation-only service approved by the South Carolina Commission. For these 

reasons, SCPC's transition to interstate service raises many of the same considerations that arose 

in the Ordcr No. ~ 3 6 ~  restructuring process: the unbundling of existing services; thc termination 

of the pipeline's merchant sales finction; the transition to open access, transportation-only 

service; the use of straight fixed variable FSFV") allocation and rate design; and the 

assignment of contracts for upstream transportation capacity. 

Consistent with the Commission's policy on settlements, and the encouragement it has 

offered to jurisdictional entities to attempt to reach mutually acceptable compromises with 

customers before filings are submitted to the Commission, the Pipelines and their customers 

invested substantial time and resources in otda to teach a settlement before the companies 

jointly filed to commence interstate service as a single pipeline. See Dominion Tmmbsion, 

I=,, 11 l FERC 7 61,285 (2005) (approving stttlcment agreement, commending parties for 

negotiating their differences before making a filing a! FERC, and encouraging othcn to act in a 

Pipcltne Service Obligation, a d  Rsvbianr to Regnlottm Gmumhg Se#lmplemtntiqg Traiqnwdm 
and Rcgwkarlon of Nofwd Gar P i p I k v  @? P d  W e I k d  L k d ,  (kdrr No. 636,1991-96 PERC Strtr & 
Regs., Regs. Prwnbks 7 30,939* d r  an n h  'g, Otda No. 636-A, 1991 -% FERC Stab. & Regs., Rtgr. R#cnbks 
7 30,950 at 30,604, d r  on n h  'g, Olda No. 636B,61 FERC 1 61,272 (1992), Notice of DcaA of R m  62 
FERC 1 6 1,007 (1 993h @d in p t  and wy:oled a d  n d d  h prt, Untrcd Dtsr Car. v. FERC, 88 F.3d 1 105 
(D.C. Cir. 19%), order orr rcmmd, Orda No. 636-C, 78 FERC 7 61,186 (1997). 

WAEZ2@3945vl -3- 
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similar manner); see alsD W i c m  Pipeline, L.L.C., 1 14 FERC '1 61,112 (2006) (approving 

settlement agreement that included cost and revenue study as required by a previous order); Eart 

Tennessee Nanaal Ga, UC, 113 FERC 7 61,099 (2005) (approving settlement agreement filed 

in mrdance  with the guidance set forth in Dominion). 

The merger of SCG into SCPC, and the convenion of SCPC to opcn access interstate 

service, raise many of the same issues and provide substantially similar benefits for the public 

convenience and mccssity that existed when the interstate pipeline industry moved to 

transportation-only service pursuant to Commission Order No. 636. The Order No. 636 

bansition was accomplished largely through Commission approval of pipeline and customer 

settlements and this history, as well as the Commission guidance described above, influencad the 

Pipelines to adopt a cooperative approach to the W i t i o n  proposed hen. 

At the outset of this process, the Pipelines posted on SCGSs web site substantial 

information about the merger and about the various aspects of the Pipelines' filing at the 

Commission to become a single interstate pipeline. In addition, the Pipelines made stvtral 

presentations to the prospective customer group and others addressing what would be required to 

begin operations under FERC oversight. These presentations wen augmented by numerous 

other communications and mcetings with individual entities to answer questions and provide data 

and to explain further the prows and what would be rcquind of all participants. 

After establishing this bastline of infomation, the Pipelines commenced more formal 

settlement discussions modeled on the template that had tcceivcd Commission acceptance in 

Dominion and b t  Tennessee. The Pipclines and 43 parties, including virtually all of thc 

Pipelines' current and expected future interstate firm customers and others, entered into 

confidentiality agreements to commence the pre-filing settlement process. On November 9, 
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2005, the Pipelines and the interested participants, as well as the agents invited by the 

participants, met in Columbia, South Carolina for a full day of settlement discussions. Many of 

these psrticipants and their agents traveled great distances to attend the settlemcnt conference. 

Prior to the November 9 settlement conference, the Pipelines had distributed to those that 

executed confidentiality agreements a comprehensive and integrated set of settlement principles. 

At the close of the November 9 settlement conference, the participants agreed to continue to 

pursue settlement discussions. Over the next several weeks the participants and the Pipeline.. 

continued to work toward settlement and a two-day settlement conference was convened on 

December 6 and 7,2005, again in Columbia, South Carolina. 

Shortly a h r  this second conference, a unified customer counterproposal for settlement 

was presented to the Pipelines. Over the cowsc of the next two months and throughout the 

holiday season, the participants worked to reach a fair and reasonable resolution of this entire 

matter, conducting further settlement discussions through telephone wnfmnces and electronic 

means. On Dcctmber 22,2005, the Pipelines provided to all participants that had executed 

confidentiality agreements a second settlement proposal responding to the unified customers' 

counterproposal, The customers and the Pipelines continued to work toward scttlcmcnt and on 

January 3 1,2006, the unified customers presented the Piplints with a second counterproposal 

that significantly narrowed the issues for discussion. To finalize a settlement on the remaining 

matters, over the next several weeks the Pipelines work4 with a subgroup of customer 

representatives. That group consisted of over 85 percent of the firm capacity commitments on 

Carolina Gas (almost 95 percent of the firm commitments not counting Columbia Energy. which 

had abstained) and reprwtntcd the diverse nature of the Pipelines' customers by including 

customers of both SCG and SCPC, affiliated and non-af'filiated customers, investor-owned and 
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municipel-owncd salc for resale customers and major industrial customers. During thaf time, 

several conference calls were held betwan the Pipelines and the customers' representatives and 

a final agrcemcnt on the terms of a settlement was achieved with the customers participating in 

the subgroup. The terms of settlement a p e d  upon with the subgroup customers were 

recommended by the subgroup npresentatives to ?he customers wresenting h e  remaining 5 

percent of the participating load for their adoption. The Settlement Agreement is thc result of 

these substantial efforts by the parties involved and represents an equitable resolution of the 

issues surrounding the merger and the m h i n g  formation of Carolina Gas. 

The Settlement Agreement provides support for the Commission's acceptance of the 

Settlement and Certificate Application. As explained in firrther detail in the Settlement and 

Certificate Application, upon Commission approval of the proposed merger, SCG will merge 

into SCPC. SCPC will relinquish its Hinshaw exemption and become subject to the 

Commission's jurisdiction over interstate pipelines. Following the merger, the resulting entity, 

Carolina Gas, will own and operate all of the facilities ownod and operated by SCG and SCPC at 

the time of the merger. 

ARTICLE I1 
SE'ITLING PARTIQ 

Article I1 of the Settlement Agreement provides that a Settling Party is any party that 

either (1) files no comments regarding the Settlement Agmment or thc SCA; or (2) files 

comments that affirmatively support, or do not oppose or seek modification of any provision of 

the Settlement Agreement or h e  SCA. Article I1 also provides that, within five (5) days after the 

filing with the Commission of the Scttltmcnt Agreement and the SCA, the Pipelines will provide 

to each Customer listed on Attachment 1 a form of service agreement for the Customer's 

execution. In order to be a Settling Party, in addition to meeting one of the requirements set out 
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in items (I) and (2) above in this article, each Customer listed on Attachment 1 must execute the 

form of service agreement provided by the Pipelines as described, and within the time h e  set 

out, in Article V of the Settlement Agreement, 

ARTICLE In 
ALLOCATION OF UPSTREAM CAPAClTY AND 

SALE OF ON-SYSTEM LNG FACILl'ITES 

in Article 111, the Pipelines and Customers agree that the Pipelines will permanently 

transfer upstrcam transportation and storage capacity cumntly held by SCPC in the amounts and 

to the customers listed in Attachment 2 to the Settlement Agreement ("Allocstion Customers") 

pursuant to the tariff provisions of the upstream pipelines, the Commission's regulations and any 

necessary waivers granted by the Commission in connection with the Settlement and Certificate 

Application. Article I11 provides that the Allocation Customers will accept the permanent 

transfet of upstream tramportation and storage capacity currently held by SCPC as set forth in 

Attachment 2. 

With the exception of storage service that SCPC receives fiom Transcontinental Gas Pipe 

Line Corporation ('1Transco")under its Rate Schedule GSS, the upstream capacity to be 

allocated was certificated pursuant to Part 284 of the Commission's regulations and, therefore, 

will be transferred pursuant to the capacity release provisions of the upstrcam pipelines and ttre 

Commission's regulations. 

Thc upstream storage service that SCPC w i v e s  from Transw under its Rate Schedule 

GSS was certificated pursuant to Part 157 of the Commission's regulations and is ineligible for 

transfer through capacity release. &e Order No. 636-8 at 61,992. In order to permit the transfer 

of such capacity, the SCA q u e s t s  authorization and waiver of any Commission regulations or 

policies to permit the permanent, one-time assignment of such capacity to the Allocation 
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Customers specified in Attachment 2. Upon assignment, the capacity will continue to be Part 

157 capacity. The Pipelines are supported by Transco in this assignment and the SCA also 

requests that the Commission grant any authorization or waiver that may be netdad by Transco 

to facilitate the assignment of capacity from SCPC to the Allocation Customers. The Pipelines 

and the Allocation Customers will take all actions required by the tariffs of the upstream 

pipelines, namely Transco and Southern Natwal Gas Company, or made nccesmy by FERC 

mlcs, regulations and orders to make the releases effective as of the date Carolina Gas 

commences interstate mice ,  

Each Allocation Custom receiving a releast of upstream storage capacity will purchase 

a pro-rata share of SCPC's natural gas in storage at the time of the release, based on the amount 

of capacity releasod to the customer under the relevant upstream storage service (as shown on 

Attachment 2 to the Settlement Agreement) as compared to the total amount of capacity released 

under that storage service. For each upstream storage service released, the unit price for the gas 

purchased will be qua1 to SCPC's weighted average cost, at the time of the nlcasc, of the gas 

stored pursuant to the applicable storage service. 

No service from on-system facilities for the liquefaction, storage and regasification of 

natural gas will bc allocatad to customers. These facilities arc not included in the assets that are 

the subject of the Settlement and Certificate Application and will not be included in Carolina 

Gas' rate base. Before CEvoline Gas is fonned by the merger of SCG into SCPC and Carolina 

Gas commences interstate operations, these assets will be acquired by South Carolina Electric 

and Gas Company for its retail natural gas distribution mice. 



Unofficial FERC-Generated PDF of 20060303-0097 Received by FERC OSEC 02/2'7/2006 in Docket#: CP06-'71-000 

ARTICLE IV 
SETTLEMENT R A W  

Article 1V describes the Settlement Rates for Carolina Gas services, which are set out in 

.I Attachment 3 to the Settlement Agreement. The rate derivation and relcvant data supporting 

thee Settlement Rates an: provided as part of Exhibit P to the SCA. The Pipelines and 
I 

Customers agree that these Settlement Rates are based on the following: ( I )  an overall cost of 

I service of $50.6 million; (2) an overall after-tax rate of return of 9.08 percent derived from a 12.7 

percent return on equity ("ROE"), a 5.46 percmt cost o f  debt, and a capital structure of 50 
a 

percent debt and 50 percent equity; (3) zone of ddivcry rates, with two zones, based on SFV cost 

0 
allocation and rate design; (4) a discount adjustment based on the contract with Patriots Energy 

Group; (5) billing determinants based on the wn!mct quantities listed on Attachment 3 to the 

Settlement Agreement, taking into consideration the discount adjustment referenced above; (6) 

depreciation and amortization ntcs listed on Attachment 4 to the Settlement Agreement; and (7) 

agreed upon expense and rate base compromises as reflected in Exhibit P to the SCA. 

Attachment 3 to the Settlement Agreement sets out the initial fuel relainage percentages 

for deliveries in Zones 1 and 2. Fuel retainage percentages will be revised from time to time as 

provided in the Settlement Tariff. See Section 25 of Settlement Tariff included with Exhibit P to 

SCA. 

Carolina Gas Zonc 2 consists of the current SCG interstate system. SCG has one firm 

customer, SCANA Encrgy Marketing, Inc. ("SEMI"'), an affiliate of the Pipelines. Thc 

settlement cost allocation and rate design results in a substantial increase in raw for this 

customer for deliveries in Zone 2. Tht Settling Parties have agrced to mitigate the severity of 

this increase by limiting it to 15 percent above SEMI'S cumnt rates. Tht Zone 2 reservation 
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charge reflects this mitigation. Thesc mitigated costs will be spread among the Zone 1 billing 

dctminants. 

Carolina Gas Zone 1 consists of the current SCPC intrastate system. For the months of 

May thrwgh October, eligible customers will receive mitigation with respect to a portion of their 

Rate Scfredulc FT capacity through n reduction of their Maximum Daily Transportation Quantity 

("MDTQ") during those months. The eligible customers and the total amount of mitigation for 

each are set forth in the Settlement Agteement. Mitigation is appropriate for sate for resale 

customers with residential and commercial load previously served by SCPC because of the 

changes necessary to bring the former SCPC services in compliance with Commission policies 

set forth in Order No. 636, including SFV rate design. As was the case in proceedings following 

Order No. 636, the Settlement Agreement includes s fair level of mitigation for these sale for 

resale customers. 

The reduction in billing determinants described above would result in a higher 

reservation We. CaroIina Gas will share in this rate effect equally with the Customers by 

eliminating f h m  the calculation of rates 50% of the costs that would be shifted due to this 

reduction in billing determinants. This results in $71 0,787 in annual costs being eliminated h m  

the Zone 1 reservation chase. Carolina Gas will have the opponunity to rccovcr the annual cost 

of service amount of $710,787 through the sale of interruptible transportation service and short- 

term Rate Schedule FT service. Afier Carolina Gas has ncovercd the $710,787 through such 

sales, Carolina Gas shall share any additional revenues from such sales with Customers in 

proportion to the total revenues paid by each Customer under Rate Schcdule FT to the total 

revenues received by Carolina Gas under Rate Schedule FT during the accrue1 period, pursuant 

to Section 28 of the Settlement Tarifl: Carolina Gss will make a filing with the Commission 
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tach year in conjunction with its intemptible transportation menue sharing mechanism, as set 

forth in Section 28 of !he Setticment Tariff, setting out how much, if any, of the $710,787 

Carolina Gas has recovered and hrther setting out any amounts recovered over the $710,787, 

Carolina Gas shall not be required to pay interest on such crcdits. Any amount of the $71 0,787 

that is not recovered by Carolina Gas during an annual recovery period shatl not be eligible for 

recovery in a subsequent annual recovery period. 

Mitigation will remain in effect pursuant to the Settlement Agreement until Carolina Gas' 

next NGA Section 4 general rate case filing. The timing and content of such filing will be at the 

sole discretion of Carolina Gas. Carolina Gas may file such rate case without mitigation or may 

file to continue mitigation. Customers will have thc right to take whatever positions they deem 

appropriate with respect to Carolina Gas' filing. In its filing, Carolina Gas will bear the burden 

of proof under NGA Section 4 to establish the justness and reasonablentss of its position on 

mitigation, whether its filing retains, mdifics or eliminates the mitigation provisions of the 

Settlement Agreement. 

As parf of the Settlement Agreement, Carolina Gas will cap its depreciation rates at the 

settlement levels in its next NGA Section 4 rate case, if such case is filed to make rates effective 

prior to October 1,2010; provided, however, if an NGA Section 5 p r o d i n g  is initiated against 

Carolina Gas before Carolina Gas makes such a Section 4 filing, Carolina Gas' obligation to cap 

depreciation rates is terminated. The agreement to cap depreciation rates dots not apply to 

amortization rates on intangible plant. 

ARTICLE V 
CONTRACT MA'ITERS 

Artick V explains the procedure by which the Pipelines will send each Customer listad 

on Attachment 1 a Rate Schedule FT Transportation Agreement in the form of service agreement 
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included in the Settlement Tariff ("Service Agrtcment")within five (5) business days afin the 

filing of the Settlement Agreement and the SCA with the FERC. Witb the exception of longer- 

term agreements discussod below, the Service Agreements will be for three-year terms with the 

MDTQ amounts set forth in Attachment 3 to the Strvice Agreement. Each Customer's Service 

Agreement will include an exhibit setting forth ?hat Customer's ~Ilocation of upstream capecity 

as shown in Attachment 2 to the Service Agreement, Pursuant to Article I11 of the Settlement 

Agreement, Customers will accept the assignment of such upstream capacity. 

Prior to the deadline for filing comments regarding the Settlment Agreement, as 

established by Commission notice ('Comment Date"), Customers will execute and return to the 

Pipelines their Serviu Agreements.' A Customer that docs not execute and return to the 

Pipelines its Service Agreement, as provided in the Settlement Agreemnt by the Comment Datc, 

will be deemed a Contesting Party subject to Article VIlI of the Service Agreement. Customers 

deemed Contesting Parties as a mutt of not executing Service Agreements will be ineligible to 

receive service at the Settlement Rates and will be subject to the Alternate Rates as set forth in 

Article VIII of the Settlement ~~t tcment . '  Thc Pipelines will noti0 the Commission within five 

(5) business days following the Comment Date of any Customers that did not execute and return 

Service Agreements and, therefore, have become Contesting Parties. 

Article V explains that there are three customem that are committed to longer-term . 
agreements. Within the time period set out above, SEMI will enter into a Service Agreement, 

' ln lhe SCA, the ~ipclims nquest that the C a m r n k  establish: (1) a &adlint for w canmenu to tbe 
offer of sct!lancnt and for comments, fntervmdona a d  pratertr to the SCA 30 days hrn the date that thc offa of 
sctlkment and SCA arc filed, and (2) a deadline for npfy on the o m  of scttlancng if n W ,  40 days 
Ziom h e  datc that the off6 of d e m e n t  md SCA m filed. 

Due to ftl unique rihradoa, as dimmod in fborndc 1, Cohunbh Energy will not b m c  a Contesting 
Par& by virtuc of not e x d n g  a Service A p m c n t  prior to the dcdlim for initial comments. However, 
Columbia Energy may become a Contesting Party if it fifes &asc comments m sct forth in Article VJ11. 
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wjth a primary term ending October 31,2023. This primary term matches the primary term in 

SEMI'S existing transportation agreement with SCG. 

The Carolina Gas Service Agreement with the Patriots Energy Group ("PEO") is a 

discount contract with a primary tmn ending March 3 1,2018. The PEG contract is a 

continuation of the m g c m e n t  that PEG had negotiated with SCPC reflecting PEG's intention 

to bypass SCPC unless a discount was offcred. The PEG Service Agrtement is based on thc 

form of m i c e  agreement included in the Settlement Tariff, but is filed for the Commission's 

review and approval as part of Exhibit I to the SCA because Exhibit C to that agreement would 

represent a deviation fiom Carolina Gas' form of service agreement if not for the tariff provision 

referenced below that the Pipelines have included in the Settlement Tariff. Exhibit C to that 

agrcemcnt sets out PEG's right to increase its MDTQ in the h r c  under certain circumstances. 

This provision is similar to the provisions addressed by the Commission in Northern N m m Z  

Gus Comprmy, 1 1 1 FERC 1 6 1,287, reh 'g denied 1 1 3 FERC 1 6 1,119 (2005) (finding agreement 

with load growth option to be in confonnancc with tariff amendments making such option 

generally available), appeal dochterl, No. 05-1468 (D.C. Cir. Dcc. 27,2005); Nodtent Natural 

Gas Company, 1 1 1 FERC 7 61,141 (2005) (accepting tariff provisions that made load growth 

option generally available to all Northern customers); Northern Naruml Gar Cornpony, 110 

FERC~61,321,reh'g&;enied, 111 FERCV 61,379,reh'gdenied, 113 FERC161,188 (2005) 

(requiring Northern to place load growth option in its tariff to make it generally available to all 

shippers), ), uppeal h k e r e d ,  No. 06-1016 @.C. Cir, Jan. 12,2006). Consistent with that 

Commission precedent, the Settlement Tariff includes a provision that makes such a right 

generally available to all customers under similar conditions. See Settlement Tariff at Exhibit P 
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to the SCA, Rate Schedule FI', Scction 2.6. PEG will execute this Service Agrctment within the 

time period set out above. 

Also included for the Commission's review as part of Exhibit I to the SCA is a form of 

transportation service agreement representative of the service agreement that Carolina Gas end 

Columbia Energy would enter into as provided in Columbia Energy's existing agreement for 

firm transportation service with SCPC. In that existing agreement the parties had anticipated 

SCPC's conversion to open access interstate service and had provided that their m g e m e n t  

would continue under this Commission's jurisdiction for a primary term ending February 29, 

2024. The contract provided in Exhibit I to the SCA for information purposes is based on 

Carolina Gas' form of service agreement and the Pipelines do not believe that the contract 

materially deviates fiom that form! 

ARTICLE YI 
SETI'LEMENT RATE MORATORIUM 

In Article VI, Carolina Gas agrees that it will not file an NGA Section 4 general rate cast 

for the purpose of placing rates into effect before October 1,2009, or three ycars after the 

commencement of service by Carolina Gas, whichever is earlier ("Moratorium Period") The 

Moratorium Period is subject to the following condition: if Columbia Energy rejects its stmice 

qrccmcnt with Carolina Gas at any time prior to or during the Moratorium Period, the 

Moratorium Period will automatically be reduced to two years, in which casc Carolina Gas will 

not make an NGA Section 4 gtntral ratc cast filing that would m t t  in new mtes Wing effect 

before October 1,2008, or two years aftcr commencement of service by Carolina Gas, whichever 

- - 

Tha Cdtnnbia Emrgy form of sffvioc alg#mcm will include an &bit that sob forth the sawhy 
required of Cohunbh Energy, consistent with Ihc provisions of the Ssttlancnt Tariff tbat q p f y  when a pipeline 
facility has becn conrbuct#i to save A shipper. 



Unofficial FERC-Generated PDF of 20060303-0097 Received by FERC OSEC 02/27/2006 in Docket#: CP06-71-000 

r )  

is earlier. Carolina Gas may file a Section 4 general ratt casc during the Moratorium Period in 

response to a Section 5 proceeding o r d c d  by the FERC. 

During the effectiveness of the Moratorium Period, no Settling Party will (1) file or (2) 

support, either directly or indirectly, the filing and prosecution of an NGA Section 5 case with 

respect to the matten provided for in the Settlement Agreement. Carolina Gas is not precluded 

fiom filing unilaterally at any time additional Rate Schedules with additional services and 

associated rates. Settling Pmies retain the right to take whatever positions they dean 

appropriate in any such filing made by Carolina Gas. Carolina Gas docs not have an obligation 

to file an NGA Section 4 general rate case at any specified future time as a m h  of the 

Settlement Agreement, 

ARTICLE VII 
TARIFF MATTERS 

Article VII provides that a copy ofthe Carolina Gas pro form Settlement Tariff, which 

incorporates the provisions of the Settlement Agreement, is included in Exhibit P to the SCA. 

The Settlement Tariff is agreed upon by the Settling Parties as part of the Settlement A p m e n t .  

Carolina Gas will have the right to make tariff changes during the term of the Settlement 

Agreement so long as such tariff changes are not inconsistent with the matters addressed in 

Articles 111, IV, V and VI of the Settlement Agreement. Such tariff change filings by Carolina 

Gas, however, will not limit in any way the right of any party w the Commission to take 

whatever position is deemed appropriate with respect to such tariff changes proposed by 

Carolina Gas. 

ARTICLE VIIl 
CONTESTI[NG PARTIES AND SEVERANCE OF P ~ E S  

Article VlIl explains that any party that files comments opposing or requesting 

modifications that are not acceptable to the Pipelines and the Settling Parties regarding any part 
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of the Settlement A p r n c n t  or the Settlemcnt and Certificate Application, will be considered a 

Contesting Party. 

The Commission may determine that !he Settlement Agmment will apply to a 

Contesting Party and, if the Commission makes that determination, such Contesting Party will be 

deemed to be a Settling Party under the Settlement Agreement, However, Customers that 

&come Contesting Parties by not executing their Service Agreements in the manner and in the 

time period set out in Article V of the Settlement Agreement will be ineligible to reccive service 

at the Settlement Ratts. 

If a Contesting Party is severed from the Settlement Agreement pursuant to a 

Commission order to enable such Contesting Party to separately litigate andlor othetwise contest 

issues in this proceeding without deiaying the implementation of the Settlement Agreement for 

the Settling Pafties, such Contesting Party will be entitled to only such rate and other relief as is 

ultimately detemincd appropriate by the Commission in a futal, nonappealable order 

establishing the outcome of this proceeding with respect to such party. 

The Pipelines include as part of the Settlement and Certificate Application, alternate 

initial rate sheets ("Alternate Rates'') that will apply to Contesting Parties. See Exhibit P to the 

SCA. The expenses and facilities costs that underlie the Alternate Rates arc taken fmm the 

books and records of the two merging pipelines, with pro form adjustments to reflect SCPC's 

exit from the merchant business and its conversion to interstate transmission-only service. 

The Settlement Rates and the Alternate Ratcs are derived on the same basis, with thne 

principal differences. First, certain rate base and expense items were the subject of compromise 

for settlement purposes in the calculation of the Settlemcnt Rates as indicated in Article IV of the 

Settlement Agmment. The Alternate Ratcs do not include these compromises. See Exhibit P to 
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the SCA. Second, the Settlement Rates incorporate a 12.7 percent ROE. The Altemte Rates 

incorporate an ROE of 14 percent. 

The third principal difference betwecn the AItcrnatc Rates and the Settlement Rates 

concerns the billing determinants for Columbia Energy included in the rate calculation. 

Columbia Energy has a long-term transportation contract with SCPG, which provides that 

Columbia Energy will continue to receive transportation service fiom the pipeline if it converts 

to interstate service. As discussed in footnote 1, Columbia Energy has not yet made the election 

afforded it under the Bankruptcy Code regarding whether to njcct its contract for fitture 

transportation service from Carolina Gas. Based on experience, Carolina Gas estimates that if 

Columbia Energy rejects its contract with SCPC, the firm capacity contracted for on Carolina 

Gas related to Columbia Energy's South Carolina plant may be as low as 12,000 Mh per day. 

Thc Alternate Rates arc based on billing determinants associated with the Columbia Energy plant 

set at the 12,000 Dth per day level. The Settlement Rates ate bastd on billing determinants for 

Columbia Energy of 70,000 Dth per day, reflecting Carolina Gas' agreement in the Settlement to 

accept the risk during the Moratorium Period that it wi!t have rates in effect set at a billing 

determinant level that could be more than 55,000 Dth per day higher than the actual level. 

ARTICLE IX 
IMPLEMENTATION OF S E W M E N T  WEMEm 

Article IX of the Settlement Agreement provides that it will h e  effective upon an 

order granting the Settlement and Certificate Application in a manner acceptable to the Pipelines 

and either (1) approving, without modification or condition, all ofthe terms and provisions of the 

Settlement Agreement, or (2) modi@ing or conditioning the Settlement Agreement in a manner 

that is acceptable to the Pipelines and thc Settling Parties, lf the Commission issues an order 

granting the SCA in a manner unacceptable to the Pipelines or modiwing or conditioning the 
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Settlement Agreement in a manner unacceptable to the Pipelines or the Settling Parties, the 

rl Pipelines and Settling Parties will have five (5) business days h m  the issuance of such order or 

orders to file with the Commission and provide written notice to the parties that the 
a 

Commission's order on the SCA or its modification or condition to the Settlement Agreement is 

a unacceptable. Such written notice must be filed with the Commission and received by the 

Pipelines and Settling Parties by 5:00 p.m. on the fiAh business day and may be transmitted by 

electronic means. If such notice is given, the Pipelines and Settling Parties wiIl cooperate to file 

a rehearing request with the Commission and otherwise attempt to resolve the matter. If no such 

written notice is given, the Pipelines and Staling Parties agree to be bound by the Commission's 

certificate order and the Settlement Agreement pursuant to any modifications or conditions 

imposed by the Commission, with the exception of any modification subsequently made on 

reheating by the Commission at the request of a Contesting Party. 

If the Commission approves the Settlement and Certificate Application or the Settlement 

Agreement subject to conditions or modifications that are unacceptable to either the Pipelines or 

a Settling Party, the Pipelints or such other party may, by written notice filed with the 

Commission and served on all partits no later than five (5) business days after a Commission 

rehearing order that retains in effect the offending condition or modification, declare the 

Settlement Agreement null and void, and it will not bc admissible in evidence or in any way 

dtscribcd or d i s c u d  in these or any other p d i n g s ,  If the Commission severs a Contesting 

Party or Partics h m  the Settlement Agreement and such severance is unacceptable to the 

Pipelines, the Pipelines may, pursuant to the procedures set forth in the preceding sentence, 

declare the Settlement Agreement null and void. In t k  event that thc Settlement Agreement is 

declared null and void, the Pipelines will be fiet to accept the certificate authorized by the 
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Commission and, in the exetcise of the Pipelines' sole discretion, proctad as they determine is in 

I their best interests with respect to all other issues. All other parties are fnt to take whatever 

positions they deem appropriate regarding the actions taken by the Pipelines in pursuit of these 
1 

other issues. 

a Subject to the provisions of the Moratorium Period in Article VI of the Settlement 

Agreement, the Settlement Agreement will terminate on the date that Carolina Gas files a general 
0 

rate change under Section 4 of the NGA or on the effective date of any generat rate change 

a resulting from an NGA Section 5 general rate proceeding with respat to Carolina Gas' 

jurisdictional rates. 
a 

ARTICLE X 
NONS -OFSAND- 

Article X states that the Settlement Agmment embodies an integrated agreement. None 

of the terms of the Smlemcnt Agreement arc agreed to without each of the others. The various 

provisions of the Settlement Agreement are not severable, The severance of any provision or 

any party will be considered a modification of the Settlement and such severance will be subject 

to Section 9.2 of the Settlement Agntment. 

ARTICLE XI 
RESERVATIONS 

Article XI sets f o h  reservations regarding the Sdtlemcnt Agreement. According to 

Article XI, unless and until the Settlement Agreement becomes effective pursuant to its terms, 

the Settlement Agreement will be privileged and of no effcct and will not be admissible in 

evidence or in any way dcscribad or discussed in any proccoding before any wwt or regulatory 

body (except in comments on the Settlement Agreement filed with the Commission in response 

to the filing of the Settlement Agreement). 
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As stated in Article XI, the provisions of the Settlement Agreement are intended to relate 

only to the specific matters referred to therein and by a p i n g  to the Settlement Agrecmtnt, 

neither the Settling Partits nor the Pipelines waive any claim or right which they may otbcrwisc 

have with tespect to any matters not expressly provided for therein. Morwver, in consideration 

of all elements of the negotiated settlement, neither the Pipelines, the Commission, nor any other 

Settling Party intends that any element of the Settlement Agreement constitute prcccdent or be 

deemed "settled practice" as that term was interpreted in Public Service Commtssion of N m  

York v. EE.RC., 642 F.2d 1335 (D.C. Cir. 1980). It is firther specifically understood and 

agreed that the Settlement Agreement represents a settlement with respect to jurisdictional rates 

to be charged by Carolina Gas. Thc Pipelines, the Commission, and other persons and parties 

will not be deemed to have approved, accepted, aped or consentad to any ratemaking principle 

or any other method of cost of m i c e  or other determination, or to any allocation underlying or 

supposed to underlie any of the rates provided for in the Settlement Agreement, or be prejudiced 

thereby in any future proceedings, except as expressly stated therein. The Pipelines and other 

parties will not be bound or prejudiced by any part of the Settlement Agreement unless it is 

approved and made effective pursuant to its terms. 

ARTICLE XU 

Article XI1 sets forth the standard of review to apply to the Settlement Agmment. Once 

the Set!lement Agreement becomes effective pursuant to the provisions of Article IX, the 

standard of review the Commission will apply when acting on proposed unilateral modifications 

to the Settlement Agrttmcnt, either on the Commission's own motion or on behalf of a signatory 

or a non-signatory, will be the "public interest" standard of review ratha than the "just and 

reasonable" standard of review. 
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information to be Provided witb Settlement Agreements: 

7l1c "Notice to the Public" i s 4  by the Chief Administrative Law Judge i r ~  October 

2003 provides that to assist the Commission (as relevant here) in its determination as to whether 

a scnlemcnt should be approved, an Explanatory Statement should address the following five 

questions: 

a What rut the issues underlying the ~ttlcment and what are the major implications; 
b. Wh&w any of the issues raise policy implications; 
c. Whether other pending casts may be affected; 
d. Whether the settlement involves issues of first impression, or if them are any previous 

reversals on the issues involved; and 
e. Whether the pmcadiig is subject to the just and rcasonablc standard or whether there 

is a Mobile-Sierra language making it the standard, i.e., the applicable standard of 
review. 

The Pipelines respond to these questions him. 

Underjying Isaoa and Major Imp~cations of the Settlemc~t Agreement 

The Settlement Agreement is an integrated and compnhensive settlement of the issues 

associated with the Settlement and Certificate Application, which the Pipelines also are filing 

today. In the Settlement and Certificate Application, the Pipelines request all FERC 

authorizations necessary to permit the merger of SCG into SCPC to form a single, integrated 

interstate pipeline, subject to the jurisdiction o f  the Commission. The resulting, merged entity 

will be Carolina Gas. 

Whether the Settlement Agreement is a fair and nasonable resolution of the issues 

involved in the Settlement and Cutificate Application raises the underlying issues ofwhether the 

ptoposed merger is required by the public convenience and necwsity and whether the Settlement 

Rates, Settlement Tariff and oher settlement provisions represent fair and reasonable terms to 

apply to service on the merged entity. 
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The major implication of the Settlement Agreement will bc to enable the proposed 

merger and formation of Carolina Gas, which would cause approximatdy 1,400 miles of pipeline 

to no longer bc limited to intrastate service, but instead to be dedicated to open access intersme 

service, thereby expanding interstate pipeline infrastructure without the delay, uncertainty and 

environmental disturbances inherent in a new constmction project, without costly and time- 

consuming litigation before the Commission while at the same time furthering Commission 

policies as set forth below. 

Policy ImpUcations 

Approval of the Settlement Agreement is consistent with and firthcrs the Commission's 

policy of encouraging parties to rcsolve their issues through settlement before submitting filings 

at the Commission. The Settlement Agreement reflects an overall balancing ofthe various 

competing interests among customers and among the Pipelines and the various customer 

constituencies. Approval of the Settlement Agreement will provide current SCPC and SCG 

customers as well as fiturc Carolina Gas customers with the benefits of the services offered by 

Carolina Gas, without the expense and uncertainty of litigation. 

The Pipelines' proposal serves the present and future public convenience and necessity 

by authorizing the dedication of substantial additional infrastructure to the open access interstate 

market, thereby facilitating new interstate gas transportation services that will foster natural gas 

supply diversity d competition in tht southeastern United States and beyond. The Carolina 

Gas system will be poised, through its existing facilities and through future expansions, to 

provide new altnnstives for moving regasified LNG h.om Elba Island to markets served directly 

by Carolina Gas and to downstream markets. Prompt issuance of the requested authorizations 

will firther the Commission's objective of expediting the development of energy infhstructun 
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projects' and would be consistent with its intent to make final decisions on proposed projects in a 

timely manner.' 

In addition to improving interstate i n f ~ c t u r e  and providing a means to bring 

additional supply to market, the combination of the SCPC and SCG systems will facilitate strict 

Standard of conduct9 compliance because the Hinshaw pipeline, SCPC (technicaliy an Energy 

Afiiliate under the Standards), will be exiting the merchant business and combining with SCG to 

form a single tramportation-only Transmission Provider. SCPC's pre-merger customers and 

customers in other markets will benefit from the Commission's Order No. 436 open access and 

Order No. 636 unbundling policies, which prior to the merger do not apply to SCPC. 

Other Pending Caws, Isarea of Rmt I r n p ~ o n ,  Reversnb 

To the Pipelines' knowledge, the Settlement Agreement will not affect any other pending 

cases, nor does it involve any issues of first impression nor any previous reversals on the issues 

involved. 

The Applicable Standard of R w i m  

If no party contests the Settlement Agreement, the applicable standard of review of the 

Settlement Agreement is the standard for approval of uncontesled settlements set forth in Rule 

602(g) of thG Commission's regulations: whether it "appears to be fair and ressonablc and in the 

' & ~ ~ t i n g r ~ m r n C ~ n m v c n ~ T ~ J ' p r c d H ~ ~ ~ R ~ r y ,  113FERC~61.179dPP 1-3, 
6 (2005) ((emponriiy wsiving blmlcu catiflclrte &dam in ordw to expedite the thtconrtruCtion of fn&rttucbum); 
see also Energy Policy Act of 2005 at Q 3 13(cX 1 XA), Pub. L. No. 109-58,119 Stnt. 594 (2005) (dindtng FERC to 

' FERC Stntegic Pkn FY 2005 - PY 2008, God 1, Objdvc 1.1, (avallabk rt 
<MtpJ /w~~ . fac .gw/Mshtdocd~-ph .mp > (last up- A q .  8,2005)). 

9 ~ d o f C & t f o r  T ~ l s t f t m P r v ~ ~ ~  OrdaNo. 2004,PERC Sm. & Regs.~31,155 
(2003), n h  'g, Orda No. 20044 FERC Sw. & R e p .  1 31,161 (2004), n h  'g, Order No. 2004-B, FERC Sab & 
Regs. '1 31 , I  66 (2004), rch 'g, Ordw No. 20W-C. FERC Sm. & Regs. 1 3 1,172 (2005), nk 'g, Ordw No. 2 W D ,  
1 10 FERC 161,320 (2005). 
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public interest."'0 If any party contests the Settlement Agrcement, the Commission may decide 

the merits of the contested settlement issues, may sever the contesting parties or take other 

appropriate action pursuant to Rule 602(h). 

Once the Settlement Agreement becomes effective pursuant to the provisions of Article 

IX, the standard of review the Commission will apply when acting on proposed unilateral 

modifications to the Scttlemmt Agreement, either on thc Commission's own motion or on behalf 

of a signatory or a non-signatory, will be the "public intenst" standard of review rcuher than the 

'Tust and rcasonablc" standard of review. 


